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XCu

Copper

Xstrata Copper is the fourth largest

global copper producer, with mining and

processing facilities located in Australia,
Chile, Peru, Argentina and Canada, as
well as a recycling business. Its world-
leading portfolio of development
projects includes Las Bambas in Peru,

Tampakan in the Philippines, El Morra in
Chile, £} Pachén in Argentina and Frieda

River in Papua New Guinea,

XNi

Nicke!

Xstrata Nickel, headquartered in
Toronto, Canada, is the fourth largest
global nickel producer and one of the
world's largest producers of cobals. its
operalions include mines and processing
facilities in Australia, Canada and the
Dominican Republic and a refinery in
Norway. Xstrata Nickel's growth projects

- in¢clude Nickel Rim South in Canada,

Kabanga in Tanzania, Koniambo in New
Caledonia, Araguaia in Brazil and
Sinctair in Australia.
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XZn

Zinc

Xstrata Zing is one of the world's fargest
miners and producers of zing. it has
operations in Spain, Germany, Australia,
the UK and Canada and an interest in
the Antamina copper-2ing ming in Peru.
Xstrata Zing's growth projects include
the Perseverance Zing deposit in Canada,
interests in the Lady Loretta deposit

in Australia and the Pallas Green
exploration project in Ireland.

PHILIFPINES

XTech |

Technology
Services

Xstrata Technology Services provides
proprietary technologies and speciafist
services in the areas of mining,
mineral processing and metals
extraction to major mining companies
worldwide and to Xstrata'’s own
operations to improve efficiency and
environmemal performance and
reduce operating costs.
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Xstraia contributes to the social and economic
development of the culturally diverse communities
I

associaied with its operattons and projects

Las Bambas Commumty tmembers at the Las Eambas
copger project, Pery

We will grow and manage a diversified portfolio of metals and mining businesses
with the single aim of delivering industry-leading returns for our shareholders. =
We can achieve this only through genuine partnerships with employees,
customers, shareholders, local communities and other stakeholders, which

are based on integrity, co-operation, transparency and mutual value-creation.

Xsirata is a major global diversified mining group,
lisied on the London and Swiss siock exchanges
with its headquariers in Zug, Switzeriand. Xstrata’s
businesses maintain a meaningful position in seven
major internaiional commodity markets: copper,
coking coal, thermal coal, ferrochrome, nickel,

vanadium and zing, with additional exposures (o
platinum group metals, gold, cobalt, lead and silver,
recycling facilities and a suite of global technology
procucts, many of which are industry leaders, Xstraia's
operations and projects span 18 couniries and employ
approximately 56,000 people, inclucing coniractars.
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Xstrata Alloys, headquartered in
Rustenburg, South Africa, is the world's
targest producer of {ferrochrome and a
feading producer of primary vanadium.
Xstrata Alloys also owns carbon and
anthracite operations which supply
key raw materials to its ferrochrome
smelters and has interests in platinum
group metals mines and a concentrator.

xC

Coal

Xstrata Coal is the world's largest
exporter of thermal coal and a
significant producer of premium quality
hard coking coal and semi-soft coal.
Headquartered in Sydney, Australia,
Xstra1a Coa! has interests in aperating
¢oat mines throughout Australia, South
Africa and Colombia and an explaration
project in Nova Scotia, Canada.

@ =Operations O =Projects @ City/Town

Notes to the Finanqia! Statements
Shareholder Infarmauon

U Alloys @ Coal OCopper @Nickel @Zinc @ Recycling




2007 Highlights

at year-end

growth of over 12% to 2013

m  EBITDA increased by 7% to $11.3 billion; attributable profit up 13% to $5.5 billion
® Real cost savings of $253 million achieved despite ongoing cost inflation in mining sector

® Free cash flow of $4.6 billion after total capital expenditure of $2.9 billion

Xstrata plc Annua! Report 2007 | 01

a Record annual production of ferrochrome, mined zine, thermal and coking coal, nickel and platinum and strong second-half
copper output boosted volumes to capture the benefit of continued robust commaodity prices

m 36 billion of bolt-on acquisitions in thermal and c¢oking coal, platinum and nickel in 2007 and early 2008

s Strong operational cash flows reduced net debt to $12 billion, with gearing (net debt to net debt plus equity) of 32%

a  Pipeline of 330 billion of organic growth projects, of which 312 billion is approved, to deliver compound annual volume

@ Full year dividend' increased by 20% to 50« per share, reflecting confidence in Xstrata's prospects in buoyant commodity markets

Unless otherwise stated, 2007 data is provided on a statutary basis. 2006 data is provided on a pro forma basis, including 2006 acquisitions from 01.01.06

m

Revenue* US$m EBITDA USIm EBIT US$m - Attributable profit US$m
[os }25.482 {os 110,520 (06 18419 m4,335
[o7 sz [0 _ nan o7 9,044 i e CETT

*Before discontinued operations
and exceptional items

Cash generated
Earnings per share USS from operations US$m

Net assets per share** USS

Dividends per share’ US¢

e TER Co—
z zs.n {07 "11,046

9% T~ 18%

l§6 Il' 2043
R 1

/MN

—

’ m

Full year dividend for 2007 indudes paid interim and proposed final dividends

* “Excluding own shares
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! am very pleased to report that Xstrata's businesses delivered another strong year in 200
efficiency gains, the successful completion of a series of bolt-on additions and increased
portfalio of organic growth projects.

Successful acquisitions and the efficient integration of acquired operations are now 2 hal

7, achieving record volumes and profitability,
fnvestment to advance the Group’s significant

Imark of Xstrata's success and it is pleasing

to note that this capability has been successfully replicated at the commodity business level, with several bolt-on transactions executed

and integrated in 2007 and the early part of this year,

Qur organic growth pipeling of over $30 billion of projects is now very substantial and provides further optionality in achieving growth.
Over $12 hillion of capital projects have been approved and are currently under way. Over the next five years, the realisation of these major
new operations will see Xstrata boosting production volumes in each of our major commodities during a period in which we expect

continued strong growth in demand driven by China and other developing econories in
weakness, by a return to growth of western economies.

Asia, and, following a period of short-term

While the commodity price environment remains very strong, our industry also faces co Lsiderable headwinds in the form of rising costs due
to higher input prices and increased labour and energy costs, pressure from royalties and minerals taxation and a weak US dollar against
most operating currencies. Cost control is therefore a key focus across the Group and olr performance in this area provides an important
*shop window” for our shargholders to gauge the quality of Xstrata's stewardship of their assets. Our businesses have built up a track
record of operational excellence and it is a tribute to Xstrata's management and employees that in 2007, real net cost savings representing

some 1.3% of the operating cost base were achieved.

Above all, Xstrata’s success in each of these areas has been guided by a disciplined and dispassionate approach to maximising value,

We have withdrawn from competitive acquisitions once the price no longer made sense

as with the LionQOre transaction in June, focused

on productivity enhancements rather than cutting capital investment 10 achigve cost savings, divested assets that fit more naturally with an

alternative owner, as in our disposal of the former Noranda aluminium business to a priv

ate equity firm in April and acquired existing

production at opportune times, such as the recent acquisition of the Tahmoor coking coLl operation. This value-led approach has again
translated into superior returns to our shareholders and in the 12 months to 31 December 2007, Xstrata provided a total return of 42%,

compared 10 7% for the FTSE100 index of companies.

Governance

Following Xstrata Alloys’ offer for Eland Platinum and in view of the potential conflict of
of Impala Platinum Holdings Limited, independent non-executive director Dr Frederik Rou
Fred made an important contribution to Xstrata's success during his tenure from appoint
Board and management team, | thank him for his wisdom and insight and wish him wel

interest posed by his position as Chairman

x stepped down from the Xstrata Board in August.
ment in February 2002. On behalf of the entire

for the future.
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Claude Lamoureux has accepted the Board's invitation to stand for election as an independent non-executive director at the next shareholders’
meeting. Claude is the former President and CEQ of the Ontario Teachers' Pension Plan and was a ¢co-founder and Board member of the
Canadian Coalition for Good Governance. | have no doubt that Claude’s wealth of experience as an active investor and as a staunch advocate
of corporate governance will bring enormous value to Xstrata’s Board.

Sustainable development

Xstrata's commodity businesses again made excellent progress in reducing the frequency of injuries sustained, improving the environmental
performance of our operations and in contributing to the socio-economic development of the communities associated with our operations,
as set out in the key performance indicators included in this report. It is particutarly pleasing that such marked improvements have been
achieved in these areas within the former Falconbridge businesses in their first full year of ownership by Xstrata. It is also gratifying -

and a tribute to the achievements of Xstrata's commodity businesses — that in 2007, Xstrata's performance in addressing key sustainability
challenges was recognised by the Dow Jones Sustainability Index 2007/08, which named Xstrata as the leading company in the mining
sector. A summary of key information regarding Xstrata's sustainability performance and key performance indicators have been provided

in this report, while our annual Sustainability Report provides a more comprehensive overview of Xstrata’s performance in this critical area
of our business, This year, we have supplemented the report with an enhanced sustainability section on the Xstrata website.

Ramdn Lopez Garcla inspects the roasting stack at San Juan de Nieva zinc smelter, Spain
Brian Millar conducts repairs at the Sudbury smelter, Canada
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During 2007, the commitments and performance expectations set out by Xstrata’s Group-wide sustainable development framework
and assurance programme were reviewed and revised to drive further improvement and 19 maintain our industry-leading position in
the management of sustainable development challenges. The revised framework was app}oved by the Board in December 2007 and
its ongoing roll-aut in early 2008 will provide further impetus to our commitment to continuous improvement.

while we have made enormous progress in this area and | am very proud ol our achievemenis to date, we recognise that there is no room
for complacency. Perhaps the most imponant of the many challenging 1argets we have sel for ourselves in our business is that of achieving
our aim of zero fatalities amongst our employees and centractors. It deeply saddens me to report that we did not achieve this target and
nine paople lost their lives at Xstrata’s managed operations during 2007, It is not acceptable that employees or contractors are harmed while
performing their duties at work. Xstrata's Board and management continue to prioritise safety across the business and we are dedicating
further resources to identifying and addressing the causes of critical incidents in 2008.

Qutiook and prospects
Qur confidence in the emergence of a secular shift towards higher commodity prices led Xstrata's management to pursue an aggressive
growth strategy from 2002. That early confidence has been borne out in recent years and|has positioned Xstrata as one of the world's
largest diversified mining groups in the short space of six years, with strong market positians in bulk commodities such as ferrochrome,
thermal and coking coal and a very robust base metals portfolio of copper, nickel, zine ant!i lead production.

Xstrata has secured its position in the industry as a responsible, profitable and growing mihing major. The Board remains very confident in
the outlook and prospects for the Group in the short and medium term, and this is reflected in the 20% increase in dividends for 2007 to
S0¢ per share.

In 2007, Xstrata's management and employees have succeeded in delivering another very strong year of performance across the broad
range of indicators we use t0 measure our progress. | thank each of them for their continued dedication, unrelenting pursuit of value
and entrepreneurial drive as we enter into an exciting year for the mining industry and ane in which 1 have every confidence Xstrata
shareholders will continue to prosper.

-

W Strothotte
Chairman
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Growth and value creation continued to characterise Xstrata's performance in 2007. A strong operational performance, boosted by record
production across much of the portfelio, enabled the Group to capture the benefits of continued robust demand for metals and energy in
its ey markets. This strong operating performance, particularly in the second half, was achieved in the face of a3 number of unpredictable
one-off operational disruptions during the year. These included earthquakes in north Chile, a fire at the Mount Isa zinc-lead concentrator,
Collahuasi and Antamina SAG mill repairs, Tropical Storm Noel in the Dominican Republic, torrential rain in eastern Australia and load-
shedding by Eskom resulting in electricity shortfalls in South Africa.

Despite these incidents and the impact of the weaker US dollar against the majority of Xstrala's operating currencies, earnings before
interest, tax, depreciation and amortisation (EBITDA) rose 1o some $11.3 billion, 58% and 7% higher than the previous year on a statutory
and pro forma basis respectively. Earnings per share rose to $5.78, 9% higher than the previous year on a pre forma basis.

Xsirata's growth in earnings in 2007 brings the compound annual growth rate in EBITDA since 2002 ta almost 100%. with EBITDA margins
increasing by 19% over this time period, compared to growth in EBITDA and EBITDA margins of 36% and 14% respectively for the
average of Xstrata's FTSE 100 diversified mining peers. it is worth reflecting that Xstrata's net earnings of $5.5 billion at the end of 2007
represent more than ten times the market vatue of Xstrata some six years eartier, demonstrating the successful execution of Xstrata’s
strategy to deliver superior shareholder vatue through growth.

Delivery against strategic objectives
The engoing transfermation of Xstrata'’s portfolio continued in 2007, with further progress against our strategic objectives to:

® Enhance the net present value of our operations through a focus on operational excellence, including improved operational efficiency
and produclivity, reduced costs, mine-life extensions and mine plan optimisation;

Facilitate a meaningfu! entry into new commodities;

Complete value-adding bolt-on acquisitions to Xstrata's existing commodity businesses;

Develop the Group's industry-leading portfolio of brown- and greenfield growth prajects across its commodity businesses; and

Act as a catalyst for industry evolution by pursuing transforming transactions.

NPV enhancement and gperational excellence
Xslrata's portfolio of assets continued to benefit from the acquisition or development of new, low-cost, high quality operations and a range
of initiatives to enhance the net present value of our existing assets in 2007.

Once again our businesses achieved an industry-leading performance in reducing real operating costs, trimming $253 million from the cost
base. This very pleasing performance marked the sixth consecutive year of real cost savings and demonstrates the significant transformation
currently under way across Xstrata's asset base, as new, lower cost production is introduced and further productivity and efliciency gains
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are achieved at existing pperations. Since 2002, Xstrata has reduced net real operating cosis by an average of 1% per annum of the cost

base, compared to an average cost increase of 2% annually over this time period by our @
mining sector inflation in each case. 1 am delighted that this result, achieved in the face o

iversified mining peers, 1aking into account
ongoing and significant cost challenges across

the mining industry in particular for energy, fuel and contracted labour, has delivered additional value to shareholders again in 2007.

importantly, our vigilance on real costs has avoided higher fixed costs becoming embedde

d in our operations during the current extended

period of commodity price strength, positioning our business to capture greater value on an ongoing basis.

Sustaining capital expenditure increased to $1.5 billion as we continue to pursue environmental improvements, improved recoveries and

operational efficiencies, in particular at the former Falconbridge operations. As a result of
achieved further improvements in recoveries of by-products, with consequent real unit cos
and investment to capture value from molybdenum pracessing at Minera Alumbrera and A
also under way at Tintaya.

Safety resources and training were also enhanced, emphasising leadership and responsibili

ncreased invesiment, Xstrata's businesses
t savings, induding silver at San Juan de Nieva
\ltonorte, with a molybdenum feasibility study

ty at the site level in line with Xstrata’s devolved

management model. This investment, together with a range of intiatives, resulied in a very significant reduttion in the frequency of injuries
]
sustained at Xstrata's operations. The most marked improvements came from the former Flah:onbridge operations, where the frequency of

all recordable injuries reduced by 33% compared to the previous year. Overall, Xstrata's to
26% to 12.3 per million hours worked.

al recordable injury frequency rate improved by

As | have noted in the past, good safety performance and injury management is, of course, vitally important in protecting our people
and assets but it is equally an important indicator of effective leadership and operational excellence. It is rewarding for me that Xstrata's
uncompromising focus on safety and our associated devolution of responsibility to each employee to protect their colleagues and
themselves has so rapidly become embedded in the former Falconbridge and other acquired operations,

Anlbal Contreras clears slag at the Altonorte metallurgical facility, north Chile

Water quality sampling at Barney Craek, McArihur River
Zinc-lead mine, Australia
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Despite this excellent performance in reducing injuries, there is no room for complacency in safety performance, particularly with respect
to the very significant challenge Xstrata and the mining industry as a whale face in preventing fatalities. it is unacceptable any employee
or contractor is fatally injured and we have again dedicated significant resources 10 addressing the major hazards and behavioural issues
that contribute to these incidents.

The vatue of existing operations was further enhanced during the year through extensions to mine resources and conversions to reserves,
feading to the consequent extension of mine lives and optimisation of life of mine plans. Increased mineral resources have been confirmed
at a number of copper operations and projects, including Minera Alumbrera, Mount Isa, Lomas Bayas, Tampakan and a substantial 28%
increase in the resource base at Collahuasi, supporting our plans to more than double production at this world-class asset. Xstrata Copper
has published its first resource staterment for the El Pachén project in Argentina, although further project development remains uncertain,
in part due to the climate of uncertainty for foreign invesiment created by the recent moves by the Argentine government to apply export
retention taxes to previously exempt mining operations covered by fiscal stability laws.

Qur strateqy to establish southern Peru as 3 major new copper-producing district for the Group has been robusily underpinned by the
publication of updated resource estimates which indicate an increase of almost 400 million tonnes or 31% in resources for the southern
Peru district. This comprises upgraded resource estimates for the Antapaccay and Las Bambas projects and the first resource estimate
for the Coroccohuayco deposit. Both Antapaccay and Coraccohuayeo are situaled approximately 10 kiloetres from the existing Tintaya
mine infrastructure.

Xstrata Nickel published updated resource estimates for the world-class Raglan operation, adding over 4 million tonnes of resources in
2007 to Zone 5-8, the largest mineral zone in Raglan’s history. Raglan's expansion to 1.3 million tonnes is already under way with further
exploration work planned this year to support this Tier 1 asset's expansion to aver 2 million tonnes. Resources were also increased at the
highly prospective Araguaia project in Brazil.

These further improvements to the reserve and resource life position of our operations have resulted in a portfolio which compares
favourably to the average resource life of our diversified mining peers, particularly in coking and thermal coal, copper and zinc.

A meaningful entry into new commodities

In August, Xstrata Alloys launched the next stage of its ambitious platinum group metals strategy with an agreed offer for Eland Platinum
in South Alfrica. In addition to the Elandsfontein operation, which commissioned on schedule in October 2007 and delivered 12,000 ounces
of PGMs by the year end, the transaction also provided Xstrata with access to the contiguous Madibeng and Beestkraa! properties. These
have been complemented by the recent acquisition of the New Order Prospecting Rights at the De Wildt property, adjacent to and up-dip
from the open cast Elandsfontein operation, permitting a significant optimisation of the mine plans for Xstrata’s existing platinum
praperties and access to the Madibeng property.

These acquisitions have facilitated Xstrata‘s meaningful entry into platinum during historically strong platinum markets and the fundamentals
for this commaodity remain very promising over the medium term.

Value-adding growth through acquisition

Acquisitions continue to form an important element of our growth strategy and core capability and, as a result of the growth achieved to
date, each of Xstrata's five major commodity businesses now has the ¢ritical scale to compete for significant transactions in its own right,
multiplying significantly the nodes from which growth can be delivered across the Group.

This capability was emphatically demonstrated through the completion of over $6 billion of acquisitions in six separate transactions in 2007
and in early 2008, following the recent successful conclusion of the acquisition of Jubilee Mines, a Western Australian nickel group, and
Resource Pacific, an Australian thermat coal producer. Together, these several bolt-on acquisitions in thermal and coking coal, platinum and
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nicke! constitute the equivalent of the acquisition of a mid-tier diversified mining groug and will provide further momentum in the ongeing
reduction of the operating cost profile of our business, the potential for further growth, access to new attractive commadities and the

powerful transformation of Xstrata’s portfolio.

Last year's acquisitions have introduced immediate incremental volume growth in key commeodities at a time of heightened demand.

Equally importantly, each transaction also injects further near-term growth options into Xs
$30 billion of organic growth projects across each of our commodity businesses.

New South Wales Coal Acquisitions )
Xstrata Coal's position in the Hunter Valley thermal coalfields has been significantly streng
project and the remaining interests not already owned by Xstrata in Narama and Cumnog
for Resource Pacific which successfully completed on 10 March. These acquisitions togeths
predominantly semi soft coal production annually from 2008, increasing Xstrata’s earnings

rata’s pipeline, which now represents over

hened through the acquisition of the Anvil Hill
Coal. In December, Xstrata Coal made an offer
r represent an additiona! 4 million tonnes of
exposure to coal at a time of record spot prices.

The acquisition of Austral Coal represents a significant addition to our Austratian ¢oking coal business from the underground Tahmoor

coking coal operation, which provides an additional 2.3 million tonnes of premium quality

metallurgical product annuafly and entry into the

southern ccalfields in New South Wales. Xstrata assumed management control of Tahmooir on 30 October and the operaticn contributed
257,000 tonnes of coking coal by the years end. Critically, Tahmoor’s ¢coa! is exported via Port Kembla, one of the few unconstrained ports

in Austraha.

Xstrata Coal's timely acquisitions, combined with industry-leading productivity levels, position
forthcoming contract negotiations during record thermal coal markets in 2008,

Jubiiee Nickel
On 4 February 2008, Xstrata Nicke! assumed management control of Jubilee Mines, compr
range of growth projects in Western Australia. These operations form a new operating div
production of 90,000 tonnes per annum by 2013, including Koniambo. Further significant
land position and the former Jubilee team'’s historic exploration success in the region.

Growth from the portfolio
Xstrata's extensive growth pipeline, unveiled at our interim results presentation in August 2

coal and nickel businesses in early December, has increased to over $30 billion of green- a

addition of new growth projects from the acquisitions completed during the year. Over $1
currently approved, with $1.4 billion of expansionary capital expenditure in 2007. Xstrata's

Xstrata optimally o secure additional value from

ising the operational Cosmos mine and a
sion, Xstrata Nickel Australasia, with targeted
growth potential exists from Jubilee's prospective

nd outlined in further detail for the copper,
1d brownfield growth projects due to the

2 billion of expansionary capital expenditure is
portfofio now comprises more than ten Tier 1

operations and projects that are being prioritised to take advantage of market conditions and support a projected compound annual

growth rate of 12% per annum to 2013.

Alloys

In ferrochrome, installed infrastructure at the efficient Lion ferrochrome smeiter supports two further phased expansions 1o bring annual

production capacity to over one million tonnes. Xstrata Alloys’ Lion and Lydenburg operation
technology, which has demonstrated increased energy efficiency for ferrochrome smelting of

benefit from Xstrata's proprietary Premus
over 20% compared to our industry peers,

The key acquisition of Eland Platinum marked the next step in Xstrata Alloys’ exciting growth strategy {or its growing platinum business.

The Elandsfontein opencast mine began production in late 2007 and is ramping up to rea

250,000 tonnes per month by the third

quarter. The infrastructure at the operation has been designed to enable current annual capacity of 183,000 ounces to be doubled. To
achieve this, the Xstrata Alloys team is planning the development of a 500,000 tonnes perjmonth underground mine, with the first decline




Martin Leguizamon surveys the tailings dam at Minera Alumbrera, Argentina

expecied to be sunk in the third quarter of 2008, and work to double the capacity of the Eland concentrator will commence in the first
half of 2008.

The Eland acquisition also provided us with title over the Beestkraal prospecting area. This highly prospective property of some 11,000
hectares contains a potential 100 miltion ounce resource and a two-year drilling programme will be initiated to define this resource in the
second quarter, at a total capital cost of approximately $26 million.

In 1otal, this strategy is targeting the praduction of in excess of 1 miflion ounces of platinum production in the next decade.

Coal

Xstrata Coal continues to benefit from a broad range of brownfield, low cost expansion options across its portfolio. The new Goedgevonden
and 5-Seam operations in South Alrica commenced production in 2007 and will ramp up in 2008, further improving the overall cost profile
of aur South African coal business.

Additional near-term growth will come from further expansions at Cerrejon which will reach the 32 million tonnes per annum rate in 2008,
with further growth to in excess of 40 million tonnes currently being assessed. The addition of a secand dragline at the efficient Rolleston
operation in 2007 has further boosted production from this asset, although first half production in 2008 has been impacted to date by
heavy rains and flooding in Queensland.

Fuither out, pre-feasibility studies are under way into the massive one billion tonnes Wandoan resource in the Surat Basin in Queensland,
which is expected to deliver over 15 million tonnes annually and could begin production in around 2011.

_Copper
Further progress was made in 2007 in assessing and prioritising Xstrata Copper's world-class partfolio of greenfield growth projects with
scoping studies completed for the Frieda River and Las Bambas projects. Tampakan is one of the largest undeveloped copper resources in
the Asia-Pacific region. Since assuming management controt in March, Xstrata Copper has dedicated considerable effort to community
consultation and to improving environmental and social engagement practices. The extended pre-feasibility study is expected to be
completed this year, with a comprehensive environmental and social impact assessment in 2009 alongside an expected full feasibility study.

| am particularly pleased that over 1.6 billion tonnes of copper resources have now been confirmed within the newly-established southern
Peru division, comprising the Tintaya operation and the Antapaccay, Coroccohuayco and Las Bambas projects. This is a very positive
development that should progressively deliver a fourfold increase in annual copper praduction to half a million tonnes aver the next five
years from this new division. The rapid development of the southern Peru district is being facilitated by the ability to leverage existing




Drilling at the Kabanga nickel project. Tanzania Nursery worker at the Falcondo rehabilitation instidt

infrastructure, processing and port facilities to maximise the value of these significant mine

ive, Dominican Republic

ral resources. It underlines the significant value

being created by the Xstrata Copper management team in Peru from our acquisition of Tintaya less than two years ago and from our

original acquisition of the Las Bambas option in Peru less than four years ago.

Near-term growth will also be achieved from a further increase in production at the Tier 1{Collahuasi asset in 2008, as part of the ultimate

strategy ta double current production levels from that mine to 1 million tonnes annually. A

drilling programme has also been initiated at

the Antamina operation, aimed at clearly defining an expansion plan for this world-class asset and expansions are ongoing at the Altonorte

smelter, Lomas Bayas and Mount Isa.

In total, these projects will see Xstrata Copper projected to progressively double annual copper production to some 2 million tonnes over

the next five years.

Nicke!

Xstrata Nickel’s pipeline comprises three world-class, fow cash cost greenfield projects; Araguaia, Koniambo and Kabanga, together with
significart brownfield expansions at Raglan, Nickel Rim South, Fraser Morgan and Falcondd. Fraser Morgan and Nicket Rim South will

commence production in 2009, and the Sudbury operations are on track to increase produ
expansion to 1.3 million tonnes is well advanced.

ction to 35,000 tonnes of nickel. Raglan’s

The $3.8 billion Koniambo project in New Caledonia gained Xstrata Board approval in Octclaber and will deliver a world-ciass nickel asset
wilh an extensive resource base, low cash costs and the potential to increase the life of the gperation to over SO years. The acquisition of
Jubilee and the establishment of Xstrata Nickel Australasia enhances the potential for synetgies and improved regional ¢o-operation

between Koniambo and the Western Australian nickel assats.

2inc
The accelerated development of the new Perseverance zinc mine in Canada will see first pr

vduction this year, [n Australia, 2008 wili see

the completion of the Mount Isa zincead concentrator expansion to a capacity of 8 million tonnes per annum. The successful completion
of this project will see production increase to 340,000 tonnes of zine, effectively doubling output since our acquisition of MIM in 2003 for

a moderate capital cost of $150 million.
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The ramping up of Lennard Shelf operations and the development of the Handlebar Hill depaosit, together with the ongoing development
of the open pit at McArthur River Mine, will further reduce our exposure to third-party zinc concentrate, enabling approximately 90% of
the zinc concentrate processed by our smelters to be supplied from our own mines in 2008,

Mznagement changes

On 1 January 2008, Peter Coates retired as Xstrata Coal Chief Executive and has been succeeded by Peter Freyberg, previously Director

of Operations, Xstrata Coal, who has also joined Xstrata’s Executive Committee. Peter Coates has played a very significant rale in shaping
Xstrata since its inception, in 2002 and has built the premier thermal coal business in the industry teday. | thank him for his outstanding
contiibution 10 the Group’s success. | am delighted that Xstrata will continue o0 benefit from Peter’s extensive indusiry expertise in his new
corsultative role as Chairman, Xstrata Australia from 1 April 2008,

Disposal of non-core assets

The disposal of the former Noranda Aluminum business in April realised $1.15 billion of cash and reflected our view that, while profitable,
these assets did not provide us with the scale or upstream exposure to represent a suitable entry point from which to build a world-class
aluminium business. Similarly, 3 suite of non-core exploration properties acquired through the Falconbridge transaction were divested
duiing the year, retaining *back-in’ rights for the most prospective and realising proceeds of $90 million.

Coal chain capacity constraints

Ongoing constraints in the rail and port facilities ihat comprise the Australian coal chain, particularly at Dalrymple Bay Coal Terminal and
Newcastle port, continued to impact Australian producers’ capacity 1o increase exports and led to extensive shipping queues at coal
terminals. Consequently significant demurrage expenses were incurred by all producers and the cost to Xstrata rose to over $110 million,
mcre than double the previous year's charges.

In January 2008 an independent lacilitator was appointed to resolve the issues that are currently restricting growth in the Hunter Valley
coal chain. While any sustainable solution is likely to require two 1o three years 1o be fully implemented, this is a positive step towards
agreeing on appropriate access protocols and investment plans to match track and rail expansions with planned mine and port capacity
increases. Qur coal business continues to work closely with the relevant authorities to address this urgent issue ang to ensure our
operations continue to apportunistically fill any capacity freed up by production problems elsewhere.

South Atfrican power

In 2arly 2008, the shortage of South African electricity became acute, necessitating emergency power cuts and oulages across the country.
In response, Eskom has imptemented a mandatory 10% cut in the supply of electricity to the mining and beneficiation industry, stabilising
the situation in the near term.

For Xstrata, the most significant impact is on our ferrochrome business which accounts for approximately 90% of our total South African
electricity consumption. We currently estimate that restricted power supply will constrain ferrochrome production to approximately 85%
of capacity for the second quarter. The outlook for the higher demand winter period remains uncertain, although Eskom coal stocks
have been rebuili to some extent, mitigating the likelihood of further unplanned outages in the near term, Xstrata's proprietary Premus
technology provides a unique competitive advantage in an environment of higher energy costs, since it reduces electricity consumption
per tonne of ferrachrome by aver 20% compared to other industry processes.

Given the strategic importance of the domestic coat industry in solving the energy crisis, Xstrata's South African coal operations -

the majority of which produce coal for sale to Eskom in addition 10 export coal - are expected to remain relatively unaffected by reduced
electricity supply. Our team at Xstrata Coal South Africa is working closely with Eskom and the national government to assist in securing
tha supply of coal to domestic coal-fired power stations.
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Discussions in respect of industry consolidation
Industry consolidation is a trend we foreshadowed some years ago as we set out to play 3
2 global industry comprising a smaller number of large diversified players with the scale ta
generate more slable cash flows and deliver superior returns over the cycle. Indeed, the m
industry has undoubtedly accelerated following the announcement of an approach by BH
subsequent formalised offer in February of this year.

In this respect, on 12 December Xstrata confirmed that it was in discussions with industry
consolidation. On 21 January 2008, Vale, a Brazilian mining group, confirmed that it was
Discussions with Vale are ongoing and may or may not lead to an offer for Xstrata.

central role in the industry’s transformation into
compete preferentially for new opportunities,
omentum for consolidation in the global mining
P Billiton for Rio Tinto last year and the

participants on a range of tapics including
n discussions with Xstrata management.

Throughout Xstrata’s rapid evolution into a diversified global mining major, Xstrata’s management team and Board have consistently focused
on the value propasition for shareholders. A dispassionate and rigorous assessment of value remains the key consideration for any transaction

and we continue to assess a range of opportunities to continue Xstrata's success to date in

Balance sheet and dividend

delivering superior value to shareholders.

Robust cash flows from Xstrata's operations enabled net debt to be paid down to $12 billion, bringing gearing to 32%, comfortably within
the Group’ target range. In addition over $500 million was returned to shareholders thro 'gh the opportunistic reactivation of the equity
capital management programme during a period of market weakness in the second half. A total of 9.3 million shares or 1% of the total
issued share capital were repurchased by Batiss Investments and remain available for use aL acquisition currency. The maturity of the

Group’s borrowings was extended during the year through three major bond issues which!

together with the refinancing of Group bank

facilities, provide additional flexibility in funding and access to two major debt capital markets.

Consequently, Xstrata is well positioned to fund its extensive range of growth options while retaining the financial firepower to identify and
opportunistically complete value-enhancing acquisitions at the commadity business or Group level.

The proposed final dividend of 34¢ per share brings the total for the year to 50¢ per share, 20% higher than the rights-issue adjusted

full-year dividend in 2006. This further year-on-year increase in dividends clearly signals the
prospedts for Xstrata and the outlook for ongoing strength in its key commaodity markets,

Qutlook

Board'’s continued confidence in the very strong

While a slowdown in the United States now seems highly probable, with likely negative consequences for short-term growth in the OECD

countries, { expect any impact on Chinese GDP growth and emerging market demand for
Chinese GDP growth is driven by the combination of rapidly accelerating domestic demang

ommadities, including metals, to be muted.
, investment and export-led growth. With

China’s urbanisation ratio approaching 45%, rapid income growth, high savings rates and the urbanisation of around 15 million people

annually, the bulk of Chinese demand is driven by internal factors, We expect this demand

coupled with that from India, Russia and a

number of south-east Asian economies, to fuel robust growth in global demand for commgpdities into the medium term.

The shont-term outloock depends significantly on US and European monelary policy in the face of a stowdown and, naturally, on its impact
on demand for commodities. Rapid reductions in US rates have already signalled willingness 10 avert a severe slowdown and augur well for

a muted reduction in demand for commadities in the QECD markets.

We have previously made the case for a ‘decoupling’ of emerging markets, and in particula
from the US in terms of physical demand for commeodities. It is true that financial markets,
markets, are increasingly converging, as greater flows of cross-border capital and increasing
ever closer global financial integration and more stable financial markets.

r the driving force of the Chinese economy,
including investment, currency, credit and equity
'y open and wealthy emerging markeis lead to
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On the other hand, demand for commodities is diverging away from a historic dependence on the US and OECD countries. This decoupling
is driven by the increased relative importance and intensity of domestic demand for metals, energy and other commodities in China and other
emarging markets, compared to developed countries. Already, China alone accounts for over 70% of growth in global mined commodity
dernand. This decoupling is reinforced by the increased volume of trade between emerging Asian countries themselves, which now exceeds
exports 10 the US from the region. Furthermore, only 50% of US imports are sourced from emerging markets. So, while a significant
slowdown in the US and other OECD countries will undoubtedly have an impact on global demand for commadities, we expect this ta be
muted and temporary, if significant at all.

Forward curves have flattened significantly in the last 12 months in recognition of this stable outlook for commodities. In the short term,
however, low exchange stocks and the meaningful presence of financial investors in listed metals are likely to result in ongoing price
volatility until uncertainty over the US economy is played out.

I believe that the medium-term outlock for commodities is further strengthened by the return 1o growth of the Western economies over
the next two to three years. Increased investment in ageing infrastructure will renew demand for metals and, together with ongoing
investment in the Middle East and emerging markets, will fuel a period of synchronous demand growth across the globe for commodities.
t expect this concurrent growth in demand to outpace even that in evidence between 2002 and 2004.

As a result, | remain very confident in the outlook for all of Xstrata’s commaodities through the medium and long term.

The industry as a whole and to some degree Xstrata, face a number of challenges in seeking to meet this unprecedented demand,
including continued cost pressures, skill and energy shortages and strong producer currencies. Our operating performance, especially over
the last year, has given me further comfort that Xstrata's operational management is best positioned to continue to mitigate these challenges.

Xstrata's achievements in operational progress, volume growth, improving safety performance, continued reduction in real costs,
determined delivery against our project pipeline and ability to capture opportunistic value-reating transactions are a testament to the

skilt and dedication of our employees and management teams. Xstrata is perfectly positioned to benefit from the positive demand outiook
as we progress the transformation of our portfolio through industry-leading operating performance and the myriad internal and external
growth options at our disposal, while continuing to play a central role in the industry’s ongoing evolution.

Vel D> s,

M L Davis

SX-EW operator Manuel Castaneda inspects copper cathode at the Lomas Bayas mine, north Chile San Juan de Nieva zinC smelter, Spain
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Cautionary note regarding forward-looking statements

The Business Review section of this report, comprising the Business, Markets, Financial and Operating Reviews, has been prepared in accordance
with the Accounting Standards Board Reporting Statement on Operating and financial Review Qanuary 2006), as applicable best practice guidance
for UK companies required to prepare a business review. The Chairman’s Statement, CEQ's Repgrt and Business Review chapters, in particular

the Markets chapter, include an analysis of the main trends and factors likely to affect the futurk development, performance and position of

the business. This includes statements that are, or may be deemed 1o be, "forward-locoking statements”. We may also make written and/oral
forward-locking statements in:

m  our interim reports, our summary financiat statements to shareholders, our offering circulars and our prospectuses;
8 our press releases and other written materials; and
s oral statements made by our officers, directars or employees 10 third parties, including 10 financial anatysts.

These forward-locking statements can be identified by the use of forward-looking terminology, jncluding the words "believes”, "estimates”,
"anticipates”, “expects”, "intends”, “plans”, "goal”, “targer”, “aim", "may", "will", "would”, "gould” or "should” or, in each case, their negative or
other variations or comparabile terminology and include all matters that are not historical facts. {hey appear in 3 number of places throughout this
Annuai Report and include statements regarding our intentions, beliefs or current expectations and those of ‘our officers, directors and employees
concerning, amongst other things, our results of operations, financial condition, liquidity, prospects, growth, strategies and dividend pelicy and the
industries in which we aperate.

By their nature, forward-looking statements involve risks and uncertainties because they relate 1o events and depend on drcumstances that may

or may not occur in the future and may be beyond our ability to controt or predict. Forward-looking statements are not guarantees of future
perfarmance. Our actua! results of operations, financial condition, liquidity, dividend policy and the davelopment of the industries in which we
operate may differ materially from the impression created by the forward-looking statements coptained in this Annual Report. Important factors that
coutd cause these differences include, but are not limited (o, general economic and business conditions, commodity price volatility, industry trends,
competition, changes in government and other regulation, inctuding in relation to the environment, health and safety and 1axation, labout relations
and work stoppages, changes in political and economic stability, currency fluctuations, our ability to integrate new businesses and recover our
reserves or develop new reserves and changes in business strategy or development plans and otr;ner risks, including those described in the Business
Review section of this Annual Report, Even if the results of operations, financial condition, liquidity and dividend policy and the development of the
industries in which we operate are consistent with the forward looking statements contained in this Annual Report, those results or developments
may not be indicative of our results or developments in subsequer periods.

Forward-looking statements speak only as of the date they are made. Other than in accordance With our legal or regulatory obligations (including
under the Listing Rules and the Disclosure and Transparency Rules), we do not undertake any obligation to update of revise publicly any forward
looking statement, whether as a result of new information, future events or otherwise.

The Directors’ Report in this Annual Report has been prepared for the members of the Company and its purpose is to assist shareholders to assess
the Company’s strategies and the potential for those strategies to succeed and for no other purgose. The Company, its directors, employees, agents
and advisers do not accept or assume responsibility for any other purpose or to any other person to whom this Annual Report is shown or into
whose access it may come and any such responsibility or liability is expressly disclaimed.
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Business Review

Business overview

From its initial public offering in March 2002, Xstrata has pursued a strategy of acquisitio
of the world’s largest mining companies, with a meaningful position in seven major comm
contractors, and operations and projects in 18 countries. Xstrata ple is listed on the Londo
is headquartered in Zug, Switzerland. At the end of 2007, the Group's market capitalisatia
(£34 billion). An overview of Xstrata‘s operations and commodity businesses is provided on

As a FTSE100 diversified mining company, Xstrata's key competitors are Anglo American p
industry peer group is used to benchmark remuneration and other policies. In addition to
industry peer group comprises Alcoa Inc, Arch Coal Inc, Coal & Allied Industries Ltd., Elken

-ted and organic growth to become one

odity markets, over 56,000 employees induding
n and Swiss Stock Exchanges and the Group

n had grown 10 approximately US$68 billion
the inside cover of this report.

c, BHP Billiton plc and Rio Tinto plc. A broader
he three London-listed peer companies the
n ASA, Eramet SA, Grupo Mexico SA de CV,

Korea Zinc Inc, Lonmin ple, Norddeutsche Affinerie AG, Peabody Energy Carp, Teck Cominco Ltd and Umicore SA,

Xstrata's activities are organised into five major commaodity business units, each of which is fully resourced to function as an autonomous

business. Xstrala also owns an industry-leading metals extraction and minerals processing
from its industry peers by devolving maximuem responsibility and authority to its commodity

echnology business. Xstrata differentiates itself
businesses. Each business unit is accountable for

its EBIT and all aspects of its operations from exploration to post-closure remediation and Ifolt-on acquisitions, within defined authority
levels and within the Group’s sustainable devetopment and governance framework. We believe this approach directly benefits our operations
by creating a strong sense of local ownership, where entrepreneurial managers are empowered and incentivised to address site-specific

challenges and seize opportunities (o create value,

Xstrata‘’s commodity businesses are supported by a small corporate centre, split between the head office in 2ug, Switzerland and the

registered office in London, United Kingdom.

Strategy

Xstrata's primary strategic aim is to create superior shareholder value by growing and managing a diversified portfolic of mining and metals

businesses. Our Mission recognises that, to continue to grow and create value over the long term, we must operate in a responsible, ethical

and transparent way, farming mutually beneficial partnerships with our stakeholders.

Multiple platforms for growth and value creation
Corporate centre

Transforming Transactions options and further acquis

Entry Into New Commodities

W W

the portfolio,
Business units

xstrata
M Superiof through facilitating the Gr
; Shareholder Value

Consolidation is also takin
Xstrata's commaodity busin
an active role in this proc

NPV Enhancg
Operational §

From its inception througl:l an IPQ on the London Stock Exchange in 2002,
Xstrata recognised the valde of creating a diversified, growing mining group
with a vast array of world-tlass brownfield and greenfield internal growth

1. - .
itive opportunities. Xstrata has pursued this

aggressive growth and diversification strategy through transformational
acquisitions, bolt-on additions and developing new production from

At the Group level, Xstralals strategy remains focused on participating in
ongoing industry consalidation, through transformation acquisitions and

oup’s entry into new commeodities.

place within each commodity sector and
sses are well positioned to continue to play
, following on from over 36 billion of bolt-on

acquisitions completed in 2007 and early 2008. Xstrata's commodity
businesses will also achiev? lower risk, higher return organic growth
through the ongoing develppment of the Group’s exceptionally




Xstrata plc Annual Repan 2007 | 17

strong suite of internal growth projects. In addition, Xstrata has developed an industry-leading reputation in the area of operational
excellence, specifically in the business unit teams’ abilities to contain costs, dramatically improve safety and environmental performance
ang deliver year-on-year increases in the NPV (net present value) of the asset base through ongoing cost reductions, mine-life extensions

ang reconfiguring mine plans.

Resources and relationships

Xstrata benefits from a number of key resources and relationships considered to be material to the successful execution of its strategic aims.

Diversified portfolio with significant industry positions
Xstrala's portfolio is diversified both by commodity and by geography, balancing the risks assotiated with specific commodity price cycles
and operating !ocations and providing investors with more reliable and stable cash flows. Diversification also engenders healthy comgetition
for capital between Xstrata's commodity businesses, ensuring only the most attractive projects or acquisitions are approved.

The Group maintains industry-leading positions amongst the top five producers globally in each of its key commaodity markets.
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Top five thermal coal exporters (mt)

Top five coking coal producers (mt}
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Revenue by arigin Revenue by destination EBIT by origin EBIT by commodity
Africa Africa Africa
8% North 2% North 5% North Alloys 4%
Et;r;pe America 37% America 24% Eutope 5% Americs 27% 2 17% Coal 8%
Ausuatasia furope South Ausvalasia
19% America 6% 21% south Nickel 24%
South . America o
A 2% Austalia 4% Asia 30% 41% %

Extensive organic growth pipeline
Xstrata benefits from a very significant growth pipeline across a number of commodities, allowing the strategic sequencing of projects
and deployment of capital from which significant volume growth and superior returns can be achieved.

This pipeline represents over $30 billion of capital projects, including $12 billion of approved prajects, representing more than 15% of

Xstrata’s enterprise value. The realisation of these projects will deliver in excess of 12% per annum compound volume growth over the next

five years. Around half of the projects in Xstrata's pipeline represent lower risk brownfield [expansions to existing operations. A number of
the brownfield expansions and major new greenfield projects within Xstrata's pipeline will deliver a series of Tier { operations across the
commodity businesses, further transforming the average cost profile and resource base of the Group’s portfolio.

Significant acquisition and post-acquisition integration capability
Xstrala has developed and demonstrated a significant capability in the opportunistic identification of acquisitions; the ability to execute
transactions where the value proposition is compelling; and in the rapid integration of acquired operations into the Group's structure, This

capability has been replicated at the commodity business level, enabling several smaller balt-on acquisitions to be completed simultaneously

across the Group’s commodity businesses.

Devolved management structure
Xstrata’s management model is highly devolved and comprises a very lean corporate centre T some 50 people and fufly resourced, standalone

global commodity businesses. The role of the corporale centre is well defined to minimise [bureaucracy and avoid overlaps with the business

unit activities. Rational risk-taking is sponsored to stimulate innovation and an entrepreneutial spirit at every level. We believe this model is a
significant competitive advantage and enables Xstrata to be more opportunistic, entrepreneurial, nimble and less bureaucratic than other
companies of a similar scale and geographic reach.

The devolution of authority to the commodity business level is accompanied by stringent accountability and transparency requirements.
A key role of the corporate centre is to ensure effective governance, through open and reqular communication with the commaodity

businesses, by setting the Group governance framewaork in which our activities take place bng by measuring performance against these
principles, policies and standards.

Financial strength and discipline
We are committed to maintaining a robust batance sheet and solid investment grade credit rating, ensuring access to a diverse range

of funding sources. Xstrata’s efficient financial structure, our focus on disciplined capital expenditure, strong cash management and cost
control enable us to fund ongoing capital requirements, as well as pursuing rational organic and acquisitionded growth opportunities.
The ability to fund growth in a cost effective and timely manner is essential to enabling the Group 10 achieve its strategic aims.

Resource and reserve base
Xstrata benefits from a significant resource and reserve base across each of its major commodities. The Group's focus on value creation
and our success in near-mine exploration has enabled us to extend or replace the resourcebase of a significant number of our assets over
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the past several years, Xstrata's resource base compares favourably with mining industry peers, particularly in coking and thermal coal,
copper and zinc. The Group reserve and resource statement is published annually and is available from the Xstrata website.

Technological expertise

Xstrata benefits from a significant depth of technological and technical expertise, an important resource for efficiency and environmental
improvements at our operations and for the development of major growth prajects. Xstrata's standalone Technology Services business
comprises Xstrata Technology and the former Falconbridge Metallurgical Technology Group, renamed Xstrata Process Support. In addition,
Xstrata's commodity businesses develop and implement proprietary technologies and innovative solutions to improve efficiency at the
operational level.

Exploration capability

Exploration is an integral part of each commaodity business's responsibilities and as such, Xstrata does not maintain a central or standalone
exploration function. Xstrata’s commodity businesses are responsible for undertaking "near-mine” exploration around existing operations
or in nearby regions, leveraging existing assets, and conducting targeted greenfield exploration at known depuosits with the objective of
adding to the Group's resource basa, This strategy has been highly successtul to date, providing significant additional value to shareholders.
Xstrata is pursuing a successful strategy af partnering with junior exploration companies who undertake greenfield exploration in new
territories where existing Xstrata assets cannot be leveraged effectively.

Relationships with stakeholders

Xstrata maintaing a ransparent and open relationship with its key stakeholders who include: the investment market, employees and unions,
governments and regulators, communities associated with our operations, customers, suppliers, business partners, non-governmental and
development organisations. The Group is committed to the maximum transparency that is commercially possible and to engaging openty,
honestly and in a culturally appropriate manner with its stakeholders. Partnerships with key stakeholders that are based on mutual benefit,
trust and respect are essential for the effective execution of the Group's strategy.

Glencore International AG is Xstrata's major shareholder and holds 34.4% of Xstrata’s issued share capital. A Relationship Agreement is in
place to regulate the relationship between Xstrata and Glencore and the key points of the agreement are outfined in the Directors’ Report
on page 107. Details of commercial arrangernents and transactions with Glencore are provided in the Related Parties notes 1o the financial
statements on pages 236 to 239.

Stephane Moreau, mechanic at Xstrata Nickel's Craig Mine,
Miner at the main belt access at the Mototolo platinum joint venture, South Africa Sudbury, Canada
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Sustainable development .
We are committed to the goal of sustainable development and balance social, environmental and economic considerations in how we
manage our business. We believe that operating 1o leading standards of health, safety ant environmental management, contributing to
the development of sustainable communities and engaging with our stakeholders in two-way, open dialogue, regardless of our location,
enhances our corporate reputation and is a source of competitive advantage. This enables us to gain access to new resources, maintain
a licence to operate, atiract and retain the best people, access diverse and low-cost sources of capital, identity and act upon business
opportunities and optimise our management of risks.

We comply in full with the laws and regulations in each country where we operate. tn addition, we operate in accordance with Xstrata's
sustainable development framework, aspiring to achieve the highest international standards regardless of location and without exception.
We conduct regular internal and external audits of our businesses and operations to assurs compliance with our Business Principles, policies
and standards. A comprehensive, separate Group Sustainability Report is published annually and is available from the Xstrata website.

Governance and assurance

Xstratas independent Sustainable Development Assurance Programme is the key mechanism through which the Xstrata Board and
management gain assurance that the Group's policies and standards are being met or excfeded by each operation and commodity
business. In 2007, 33 operations were independently audited under this programme with two achieving the "optimum’ level. The Board
HSEC Committee plays an important role in the oversight of the Group's policies and performance in this area. Further information is
provided in the Corporate Governance Report on pages 110 to 120.

During 2007, a wide-ranging and in-depth external and internal review of Xstrata's HSEC governance framework was undertaken. The
review was initiated in response to the significantly changed risk profile of Xstrata's operations, the continued evalution of the scope and
profile of sustainability issues and extensive feedback from interna! and external stakeholders since the framework was implemented

in 2004. The revised Sustainable Development Framework comprises Xstrata’s Statement of Business Principles, Sustainable Development
Policy, Sustainable Development Standards and Assurance Programme and was approved lgy Xstrata's Executive Committee and Board

at the end of 2007. The revised framework is being rolled out across the Group, supported by a comprehensive internal communications
programme including regional workshops, led by the Group GM Sustainable Developmen

Employees

We maintain a safe workplace that is based on mutual respect, fairness and integrity. We provide industry-leading career development
opportunities, competitive remuneration and fair and non-discriminatory workplaces. Xstrata's operations aim to maximise the number of
locat people employed wherever possible, to share the economic benefits of our presence rvith neighbouring communities and families.
We respect our employees’ right to collective representation, just compensation, job security and opportunities for development. We value
diversity and treat all employees and contractors fairty, providing equal opportunity at all levels of the organisation without bias according
to race, nationality, religion, gender, age, sexual orientation, disability, political or other opinion or any other basis.

improving the diversity of our workforce and extending our extensive education, training, apprenticeship and bursary schemes offer
potential solutions to the current global shortage of skills in the mining industry. For exam3|e, the “women in mining” initiative in Australia
and South America has helped our businesses fill vacant positions by recruiting, training ag;l retaining more female employees through the
introduction of “family friendly” working hours and practices. In 2007, women represented 13% of all managers and 9% of the total
workforce, While no formal diversity targets are in place, with the exception of South Africa, where our businesses are complying with
requirements under the Mining Charter, our businesses are implementing a3 number of initiatives to further improve the recruitment,
promotion and retention of women, local and indigenous people.




Workers at Fraser Mine, Sudbury meet for a regular safety briefing Nhianhla Mkhonto and Themba Kabinde inspect the river
at Goedgevonden coal mine, South Africa

Health and safety

We aim to operate a safe workplace that is injury- and fatality-free, and to enhance the well-being of employees, contractors and communities,
Safety remains a priority for Xstrata management, Regrettably, five employees and four contractors were fatally injured at Xstrata's managed
operations in 2007, Fatality prevention programmes and ongoing improvements in identifying and managing major hazards continue,

in particular at Xstrata's South African operations, and have been integrated into commuodity business safety management systems.

All operations are required to implement robust major hazard management processes, supported by the reporting and investigation of all
high potential risk incidents, induding near-miss incidents. To identify opportunities for improvement and ensure these processes are robust
and effective, every operation has committed ta implement a formal review process of major health, satety, environmental and community
hazards by the end of 2008. With the increased demand for skilled labour globally, the effective management of contractors has been
identified as a high-risk area and is a focus for all commodity businesses, particularly in the development of large-scale capital projects.

While significant challenges still remain to achieve our aim of an injury-free workplace, excellent progress has been made during 2007 to
reduce the frequency of all recordable injuries sustained, in particular in improving the safety performance of the former Falconbridge
operations. The frequency of all recordable injuries has reduced by 33% at the former Falconbridge operations and by 26% for all
managed operations, including contractors.

HIV and AIDS continue to present a major health challenge for the Group’s workforce and communities, particularly in South Africa. Xstrata
Coal South Africa continues to set new benchmarks in continuous testing, counselling and treatment programmes. In 2007 over 95% of
employees and contractors had voluntarily tested for HIV and AIDS and over 65% of HIV positive employees were enrolled in treatment
programmes. Xstrata Alloys has implemented a simitar workplace programme with strong initial take-up rates of approximately 70%. A first
of its kind public-private partnership between Xstrata and the Mpumulanga provincial health authorities was signed in March 2007 and is
assisling regional government to substantially extend access to voluntary HIV and AIDS testing, counselling and treatment, Workplace
programmes are also in place at Xstrata Nickel's Falcondo operation in the Dominican Republic and are being implemented, togather with
malaria prevention initiatives, at the Kabanga exploration project in Tanzania, Xstrata Copper is designing a HIV and AIDS programme for
the Frieda River project in Papua New Guinea, leveraging off Xstrata Coal South Africa’s leading practices.

Neise-induced hearing loss continued to represent the largest single cause of new occupational illnesses reported by the Group in 2007
and is a key focus for all operations. The number of new ilinesses reported continues to dedine falling by 36% in 2007, despite the
Graup's increased scale, number of operations and workforce. Our long-term target is to achieve no new cases of occupational illnesses.

Environment

We aim to preserve the long-term health, function and viability of the natural environments affected by our operations. We seek to drive
sustainable tmprovements in efficiency across the Group, in particular in the use of water and energy. The Group's key environmental impacts
are in greenhouse gas emissions, primarily from methane emitted during cocal mining and indirect emissions from energy use; water use;
patential impacts on biodiversity and landscape functions; product responsibility (for example the carbon liability of the Group’s thermal
coal production); waste and tailings management; and emissions 1o water and air (for example sulphur dioxide emissions from metallurgical
smelting aperations).
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Environmental incidents

We eliminate, mitigate or remediate the environmental impacts of our activities and aim to prevent or mitigate the impact of adverse

environmental incidents. All environmental incidents are reported according to severity on
Category 3. 4 or S incidents are reported to the Executive Committee on a monthly basis.

a scale of 1 (negligible) to 5 (disastrous).
In 2007, the number of category 3 incidents

reduced by over 52%. Mo category 4 (major} or 5 {disastrous) environmental incidents have ever occurred at Xstrata's operations. Category 3
incidents are defined as incidents causing moderate, reversible environmental impact with ghort-lerm effect, requiring moderate remediation.

Climate change

Climate change is ane of the Group's principal risks (see page 24). Our initiatives to respond to dimate change include installing methane-

fired power stations which capture fugitive methane from coal seams to generate energy,
participants to contribute to the development of "¢lean coal” technologies and improving

engaging with government and industry
the energy efficiency of our operations. In 2007

an independent study was commissioned into the potential physical impacts of climate change on our operations, such as increased storm
activity, reduction in the availability of glacial water and reductions in permafrost. The study identified a number of potential higher-risk

operations and its findings are being assessed through our strategy and business planning

In 2007, greenhouse gas emissions increased by 39% year-on-year, primarily driven by the

process 1o develop appropriate responses,

inclusion of data from the acquired Falconbridge

operations in 2007 {excluded in 2006). On a like-for-like basis, emissions rose by 18% due to increased ferrochrome and coal production,

which offset lower greenhouse gas emissions {rom the copper operations. Carbon intensit
2007 towards our target of a 5% reduction in intensity by 2010.

Energy
We aim to continually improve the efficiency with which we use natural resources, in parti

y per tonne of product declined year-on-year in

cular energy and water. Access to a secure and

cost effective suppty of energy represents a principal risk (see page 27). Programmes are ir1 place across Xstrata's operations to reduce
energy intensity {particularly at high-intensity metallurgical operations) and achieve cost savings. Energy efficiency audits are routinely
carried out at our operations. Key energy efficiency initiatives in 2007 included the commissioning of the Bokamoso pelletising plant
which will reduce energy consumption by approximately 30% at our ferrochrome operations; the commissioning of a gas-fired power

station at Mount ksa that led 10 2 saving of approximately 50,400 G) (gigajoules); a range

Environmental Advisor Paul Taylor samples water al the Townsville copper refinery, Austratia

Community members undertaking training a1 the Las Bambas copper project, Peru

of initiatives at Xstrata Nickel operations that
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collectively resulted in a saving of 293,700 GJ compared 1o the previous year including the use of heat from the main power plant to heat
accommodation at the Raglan aictic operation and process improvements at the oil-powered Falcondo operation; and energy efficiencies of
91,000 G} at Xstrata Zinc's Canadian operations through battery recycling and a range of process improvements.

In 2007, energy use increased by over 82%., primarily due to the inclusion of the Falcanbridge and Tintaya operations. The inclusion of
energy intensive operations including the Nikkelverk refinery and the cil-fuelled Falcondo operation and tive restart of several ferrochrome
furnaces during 2007 led energy intensity to increase marginally over 2006 |evels,

Waler

Xstrata operates in a number of water scarce areas including Austratia and the Andean region in South America. Every operation is required to
implement a water management plan to minimise fresh water use and maximise recycling. Initiatives ta share water between water scarce
operations and those in neighbouring regions with excess water have helped to reduce fresh water consumption at a number of sites in Australia,
Water is recycled and used within our operations, for example as process water and for dust suppression, Water management studies have
identified a number of further initiatives that will be assessed and implemented in 2008. In 2007, fresh water use atmost doubled due to the
inclusicn of Falconbridge and Tintaya. On a like-for-like basis fresh water consumption dedlined by 6% at the former Xstrata operations due (o
higner rainfall in Australia and improved water efficiency. Water intensity per tonne of product increased slightly due to higher water use at the
acquired nickel operations. Use of recycled water increased almost fourfold, primarily due ta reuse of process water at Falcondo’s power plant.

Community

Every managed aperation develops an annual social involvemnent plan in close co-operation with communities and other relevant stakeholders,
including government, NGOs and unions. Xstrata sets aside a minimum of 1% of Group profit before tax to invest in community initiatives
that deliver long-term benefits, with the ultimate aim of leaving behind stronger, sustainable communities once operations cease.

Indicators used at the operational level to measure the success of community initiatives and suppert for our activities include third-party
perception studies, progress against indicators identified through baseline socia-economic studies, responsiveness to community complaints,
implementation of grievance procedures and management of risks relating to human rights. In 2007, Xstrata's businesses contributed
$102 million for corporate social involvement, equating 1o 1.2% of Group profit befare tax, ahead of cur target. Xstrata's financial support
for community initiatives is augmented through in-kind donations and employee volunteering. Perception studies indicate that community
support for Xstrata's activities is, in general, strong and broad-based.

Principal risks and uncertainties

The risks set out below represent some of the principal uncertainties and trends which exist in Xstrata's business and which may have
an impact on our ability to execute our strategy effectively in future. Further information about Xsirata's risk management processes and
controls is provided in the Corporate Governance Report on pages 110 to 120 of this report.

Commadity price volatility

Xsirata's revenue and earnings are dependent on prevailing prices for the commodities it produces. Commedity prices are determined by the
supply of and demand for raw materials and are closely linked to global economic growth. Demand for commodities is increasingly driven by
the industriatisation of developing economies in Asia, in addition to demand from QECD countries. Xstrata produces and sefls both exchange-
traded commadities and commadities where prices are negotiated on longer-term contracts. Commodity prices for all products, and particularly
for exchange-traded commedities, may fluctuaie widely and may have a material impact on financial results. The impact on Group earnings
{EBIT) of movements in the price of each of Xstrata's commedities is set out in the EBIT Sensitivities table in the Financial Review. Commodity
price trends and commentary an the outlook for each of Xstrata's commodity markets is provided in the Markets section of this report.

Wa manage the risk of commedity price fluctuations through maintaining a diversified portfolio of commodities and typically do not
implement large-scale sirategic hedging or price management initiatives. We aim o reduce costs on a continuous basis and maintain
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low-cost, efficient operations, optimising our portfolio and returns throughout the cammadity price cycle. Xstrata maintains a robust
financial position and a solid investment grade balance sheet. In 2007, the maturity of Xstrata's debt was further extended through
three major bond issues, further mitigating any short-term financial risk.

Fluctuations in currency exchange rates
Xstrata’s products are generally sold in US dollars, while our operations and operating costs are spread across several different countries
and currencies. Fluctuations in exchange rates, in particular, movemnents in the Australian bollar, Canadian dollar and South African Rand
against the US dollar, may have a material impact on Xstrata‘s financial results. The impactls of currency exchange rate fluctuations an
Group EBIT, together with average exchange rates in 2007 compared to 2006, are set outfin the Financial Review.

We manage this risk through maintaining a diversified portfolio of assets across severat different geographies and operating currencies.
From time to time we may also hedge a portion of our currency exposures to fix costs in US dollars to US dollar revenues in relation to
contracted terms. Foreign currency hedging information is provided in the Financial Review. Xsirala's financial structure, induding exposure
to interest payments, interest rate changes and amendments to taxation regulations, is reqularly reviewed with the assistance of external
advisers, to ensure compliance with relevant regulations and to maximise financial efficienty. The Group maintains a robust investment
grade credit rating and Group Treasury policy is actively monitored and regularly reviewed.

Climate change

Xstrata operates in a number of junisdictions in which regulations or laws have been introduced to limit or reduce greenhouse gas emissions.
While the precise future impact of the Kyoto Protocol and related legislation and regulation is impaossible to quantify at this time, the likely effect
will be to increase costs for fossil fuels, electsiaity and transportation, restrict industrial emissions, impose added costs for emissions in excess of
permitted levels and increase costs for monitoring, reporting and accounting. Xstrata is the wortd's largest producer of export thermal coal and
a number of Xstrata’s operations are intensive users of natural gas, electricity, oil and other energy sources, Significant increases in energy costs or
restricted supplies of energy sources due to dimate change legislation or other reasons may have a material adverse impact on the Group's ability
to maintain production and/or contain operating costs. Any material decline in the use of coél as a power source as a result of carbon taxes,
emissions trading or similar legislation may have a material adverse impact on Xstrata's financial pesition. Climate change may also result in
weather-related events or other physical threats that may hamper production or damage asse 3

Climate change issues are given a high priarity by management and initiatives are undertaken to continually improve understanding of

the Group's carbon footprint and to implement initiatives 1o reduce the carbon intensity ofjoperaiions and activities. Xstraia’s commodity
businesses actively participate in industry and regulatory initiatives to address climate change and associated issues. Xstrata Coal is playing
a leading role in actively investing in and advocating gavernment support for research and 'developmem projects to reduce greenhouse gas
emissions from the use of coal in power generation (" clean coal technology”), together with other coal producers, governments, scientific
and academic organisations. Demand for coal is expected 10 be supported by forecast signfficant increases in global demand for energy,
particularly in developing countries, and by coal’s relative cost position, availability and secdrity of supply. Contingency plans are in place

to restore operations quickly in the event of a severe weather event and to address significant risks. Energy efficiency is a high priority

for operational management as a significant proportion of the Group’s costs relate to enerdy consumption {see below and Sustainable
Development section, pages 20 to 23).

Project development
Continued robust demand for mining products has resulted in significant inflation in the cgst of labour, fuel, raw materials and other
key mining industry inputs, together with increased lead order times for key items and eqtjpment. skills shortages and infrastructure
constraints. As a result, the delivery of major capital projects on time and within budget is increasingly challenging and may result in
capital cost overruns, delays to expected commissioning of new production or the inability to replace existing production or meet market
expectations of volume growth. Xstrata has a significant pipeline representing over $30 billlon of capital investment in major organic
growth projects across a number of countries and commodities.
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We manage this risk through ensuring rigorous planning and risk management processes are in place both leading up to project approval
and through the development process. For example, before approving the significant $3.8 billion Koniambo nickel project in New Caledonia,
Xstrata Nickel entered into a one-year renewal phase to identify and manage all risks and costs associated with the project. Xstrata’s
commodity businesses have an excellent track record of delivering major capital growth projects on time and on oudget, including the
successful commissioning of several major growth projects in the past two years in a very challenging cost envirgnment. In addition, Xstrata’s
existing capabilities have been complemented and broadened through the retention of a significant pool of project management expertise
from the former Falconbridge business acquired in late 2006, Cost contre! remains a key consideration for any project development. Detailed
progress reports are provided on a regular basis for all major projects to the Group Executive Commitiee and effective project management
procedures are a key focus for Xstrata’s Internal Audit function,

Cost pressures due to high inflation in the mining industry

Following an extended period of historically elevated commodity prices and increased activity in the sector, inflation in the price of key
inputs into the mining and metals industry is considerably higher than consumer price index inflation in most mining regions, with supply
shortages in some cases. In particular the price of consumables including tyres and explosives, contractor labour, fuel and energy has risen
steeply, with increased competition for resources and consequent operating cost increases. The inability to source appropriate equipment
or very significant increases in the cost of key inputs may impact production and negatively affect operating costs and profitability.

Xstrata recognises the importance of cost reduction as a driver of value creation and as a measure of the quality of our operational
management and our stewardship of the assets of our owners. Cost performance is regularly reported to the Group Executive Committee
arxl is an important management performance measure. Real net cost savings are used to determine 50% of the potential award under
the Group's long-term incentive plan; the remaining 50% is determined according to total shareholder returns. Improvements 1o the
operating cost base are achieved through a focus on improving productivity, identifying potential efficiencies and replacing higher-cost
assets with new, low-cost production. Xstrata's dedicated technology business, Xstrata Technalogy Services, is a world leader in the
development of minerals processing and metals extraction technologies to improve efficiency and reduce operating costs. Many of Xstrata's
operations use Xstraia Technology products and these are also marketed commercially 1o other industry participants, Xstrata’s commaodity
businesses also invest in the development of lower cost proprietary technologies. In each of the last six years, Xstrata has achieved real cost
savings from its operational cost base, outperforming its FISE 100 mining industry peers. In 2007, $253 million of real cost savings were
achieved in a very challenging environment.

Shortage of skills and retention of key personnel

The mining industry is currently facing a global shortage of skilled employees across a range of disciplines, The ability te attrac, retain
or train people with the appropriate skills is critical to Xstrata’s continued success and ability to grow and operate effectively. In addition,
Xstrata's lean management structure places reliance on a number of key people bath at the executive and operational level, requiring
aporopriate retention measures and succession planning,

We aim to attract and retain the best peaple at every level of our businesses and to provide them with the resources they require

to achieve and maintain our operational excellence. We provide industry-leading career development opportunities, well structured
employment contracts, competitive remuneration and fair and non-discriminatory workplaces, We believe our devolved management
structure and supportive environment for rational fisk-aking is an important retention measure, offering unparalleled opportunities for
development and entrepreneurial leadership, minimising bureaucracy and allowing every employee 10 play an active part in our success,
Fast track and executive development programmes are in place across the Group and formal succession planning is regularly reviewed.

Health, safety and environment -

Xstrata's operations are subject to extensive health, safety and environmental regulations and legislation, community expectations and
to the leading practice standards set out in our Sustainable Development Framework of policies and standards. New or amended
environmental, health and safety legislation or regulations may result in increased operating costs or, in the event of non-compliance,
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the possibility of fines, penalties or other actions which may adversely affect Xstrata’s fin

)

cial position. Rehabilitation costs, which are

generally estimated and provided for over the life of operations and based on the best information available, may subsequently increase,

impacting on Group earnings. Any breach of regulations or non-compliance with Xstrata'g
environmental performance and community relations may damage our reputation and, as
standards at acquired operations may nol meet Xstrala’s expected performance standards

own best practice standards in health, safety and
a result, our ficence to operate. Performance

Our commitment 1o the principles of sustainable development, which incorporates envirogmental, economic and social performance, is

an integral part of our operating philosophy. Every managed operation is independently a
Development Assurance Programme on a regular basis, to provide assurance to the Board
or exceeded. Health, safety, environmental and social performance indicators are reported
Committee and quarterly to the Board. Closure planning, including rehabilitation and ong
to investment in new operations and closure plans are routinely reviewed. Acquired opera
as part of the integration process and action plans are implemented 1o address any areas
been achieved at the former Falconbridge operations as a result of the programmes initiat
to Xstrata's leading practice standards.

Political and community
Xstrata's operations and projects span 18 countries, some of which have more complex, less

dited through Xstrata'’s independent Sustainable
that Group policy and standards are being met
on a monthly basis to the Group Executive

bing environmental costs, is undenaken prior

ions are assessed for HSE risks and opportunities

6f underperformance. Major improvements have
pd 10 respond to underperformance compared

table political or social climates and consequently

higher country risk. Political risks include changes in laws, taxes or royalties, expropriation of assets, currency restrictions or renegotiation

of or changes to mining leases and permits. Similarly, communities in certain regions may

ppose mining activities for various reasons. Any

of these factors could have an adverse impact on the Group's profitabitity in a certain geographic region or at certain operations. In South
Africa, these risks include the ability to convert existing mining licences to “new order” mi'ning rights under the Mineral and Petroleum

Resources Development Act and Empowerment Charter.

We perform a thorough risk assessment on a country-by-country basis when considering

ur activities and investments and reqularly review

political, regulatory and social risk to ensure that these risks have been properly identified and are within acceptable levels. We aim to work

closely in partnership with local communities for mutual benefits, earning and maintaining
this risk through maintaining a broad geographic spread of assets, ensuring that political ¢
Investment terms and joint veniure or other parinership agreements are reviewed 1o ensur
Xstrata maintains a transparent and open relationship with requlators and local, regional a

a social licence to operate. We further manage
5k is spread across a number of territaries.

b fairness and reduce the risk of renegotiation.
nd national government bodies and closely

monitors compliance with legislation and with the leading practice standards set out by thL Group's sustainable development {ramework,

In South Africa, Xstrata is one of the anly major mining companies to have satisfied black

under the MPRDA and is on track to achieve employment equity, procurement, social deve
the Charter.

Integration of acquisitions

reonomic empowerment ownership requirements
lopment and other targets by 2009 as set out by

Xstrata has grown primarily through the successful completion of a number of large-scale and smaller acquisitions and through the

subsequent improvemnents made in the performance of businesses acquired. Acquisitions
be an important part of our strategy. Acquisitions and investments involve a number of ris
not integrated effectively or that anticipated cost savings or synergies are not realised.

Xstrata has developed and refined an effective and proven integration process over the pas
of acquired operations and the swift implementation of management and reporting structd
effectively integrating large-scate and smaller acquisitions and investments into Xstrata's corpd
have been quickly and effectively integrated, realising operational, financial and strategic imp

or synergy benefits, as with the major acquisition of Falconbridge in 2006 and again with a

ald investments in joint ventures will continue to

, including the risk that businesses acquired are

t six years, which includes rapid risk assessments
res. The Group has a strong track record in

rate structure. For each transaction, acquisitions
ovements and greater than expected cost savings
humber of smaller, bolt-on acquisitions in 2007,
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Energy and water supply
Accass to a secure supply of electrical energy at a reasonable cost and sufficient water are critical considerations for the continued

operation and future growth plans of Xstrata's operations. Energy supply is subject 1o constraints in some regions and the cost of energy is,
in general, rising. Fresh water supply may be restricted and limits imposed, particularly in arid regions with a significant number of domestic
and industrial users.

We manage this risk through implementing energy efficiency plans across the Group and developing energy efficient technologies, for
example Xstrata Alloys’ proprietary Premus technalogy which reduces the energy consumption of ferrochrome smelting by over 20%
compared 10 conventional processes. Long-lerm energy contracts are negotiated 1o reduce dependence on spot markets and we seek to
diversify power sources and identify alternatives. All operations are required 1o implement and regularly review 8 water management plan
to reduce fresh water use and maximise on-site water storage and re-use. Storage facilities and usage is regularly monitored, particularly in
high-risk areas and, where appropriate, water management stralegies are determined to address potential shortfalls or water guality issues.

Operational risks and reserves and resources

Xstrata's operations may be impacted by a number of circumstances including natural disasters, unexpected geological or technical
difficulties, labour disruptions, environmenal or safety incidents, causing increased costs, lower production or the suspensicn of operations.
' Similarly, the Group’s strategy of “near-mine” exploration, partnerships with junior exploration companies and the acquisition of new
resources may not succeed and existing reserves may not be replaced or increased. Reserves and resources information also relies on a
nurnber of estimates and assumptions which, if materially inaccurate, could impact on our financial position and asset values.

Our strategy of leveraging existing operations for “near-mine” exploration and of partnering with junior exploration companies results
in a more focused approach 1o exploration, reducing the risks inherent in large-scale greenfield exploration programmes. A number
of extensions to resources and reserves were confirmed at Xstrata’s operations in 2007 through this approach. Xsteata's operational
management identifies and manages the risks inherent in mining operations through a comprehensive risk management programme.
The Group Reserves and Resources Palicy ensures business unit reporting is consistent and that reserves and resources informatien is
cornpiled by appropriately qualified people and is externally reviewed before publication.

Christopher Mokoena, process operator al Lion lerrochrome smelter, South Alrica

Truck maintenance engineer Hector Magna conducts a routing tyre inspection at Lomas Bayas copper mine, north Chile
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Xstrata's Executive Committee and Board monitor a range of financial and nf)n -financial key performance indicators,
reported on a monthly or quarterly basis, to measure performance over time.

Earnings per share* | US¢

Xstrata CAGR' 103%

FTSE Diversifieds CAGR' 43%

Earnings per share show attributable profit earned 565

per share to provide a basts for comparison. Xstrata's 434 419
growth in earnings per share is shown compared to the 314

average for Anglo American, BHP Billiton and Rio Tinto 271 D 251 D

(FTSE Diversifieds). 164 D D

EBITDA* | $m Xstrata CAGR® 99% FTSE Diversifieds CAGR' 36%
Xstrata's earnings befare interest, tax, depreciation and 11,008 16,558
amortisation (EBITDA) before exceptional items are shown 1514
compared to the average for the FTSE Diversified miners. 7.107 11,029

This provides an indication of the rate of earnings growth 7.713 -

EBITDA* Margin | % Xstrata® CAGR' 18% FTSE Diversifieds® CAGR' 14%

The EBITDA margin shows earnings before interest, tax, 03 38 423 414

depreciation and amortisation (EBITDA) before exceptional
items as a percentage of revenue. it is a measure of how
efficiently revenue is converted intg ERITDA.

DDUU

DUDUU

Real Cost Savings** | % of operating costs
Sustainable real cost savings are an important driver of
value and a measure of our operational excellence, Xsirata's
perfarmance in achieving real cost savings is shown against
the average for the FTSE Diversifieds. Cost savings are
shown as a percentage of net operating costs, based on
cantribution to EBIT variance,

Xstrata average 1% cost reducl'lol‘!
13

0050

FTSE Diversifieds™ average 2% cost increase

Total Shareholder Return

TSR catculates the total return from an investment in Xstrata,

calculated from the growth in share price together with the
dividend income from the shares, with dividend income
assumed (0 be reinvested. The graph shows the total return
for 2 £100 investment in Xstrata pl, benchmarked agatnst
the FTSE100 ndex of the largest UK companies.

*X¥strata EP§ and EBITUA on statutory basis (i.e. acguisitions induded from date of ransaction completion); EPS adjusted

GBP O FISE100

D@ o

B Xstrata

31 Dec 03

8HP Billiton and Rio Tinto; BHP Billiton adjusted to December finandal year for comparison purposes
**Based on reported cost variance contribution 50 annwyal profit variance; FTSE Diversifiecs adjusted to indude mining inflstion impact

tCompound annual growth rate (CAGR) 2003-2007

31 Dec 04

"31 Dec O7

30 Dec 05 29 Dec 06

for rights issues. Weighted average for Anglo American,
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Employees! | Turnover and Diversity % Turnover % % of women in workforce % of female managers
Employee turnover is 8 measure of our success in retaining 10.1 103 .
our peaple. Turnover includes voluntary resignations, \ 80 F 9.4 120 134
redundancies and performance-related terminations. 7.4 - 1 [— 7 f—
Turnover and diversity data is calculated as a percentage 5.2 - 70
of total permanent employees (excluding contractors) : =
and is shown for all available reporting periods.
: |os :osl Yoz

- -, L R - -,
Employees? | Training Average uraining hours Average training spend
Ongoing training and education is ¢conducted both in the per employee per employee (3)
workplace and at external institutions. Both training hours 690 687 1.0 1416 | 5hen 1,335
and raining spend are shown as an average per employee ' 3 ' TR .
inctuding contractors. Data is shown for all availabla )
reparting periods. )

E) = . - - - . iy
Health** | Occupational Health New occupational finesses New occupational ilinesses by type
Xstrata's operations aim to identify, assess and control 82
occupational health hazards and, where practicable, 69 Musculo-skeleta! 14%
to aliminate work-related diseases. The charts show the ' 58 E;;:,’:Z’ms o
number of new occupational iliness cases reported by 37 ' Gther 5% ﬁ:;?ie indbu;ed
employees and contractors, together with 2007 iftnesses ., . 4995"9
U0 ==
Safety** | Injury frequency Rates Total recordable injury frequency rate Lost ime injury frequency rate
We believe that every work-refated incident, illness and injury o o
is preventable. Total recordable injuries include lost ime ~ - .
injuries, medica! treatment injuries and restiicied work injuries, ! @ a - P -
providing a more complete measure of safety performance. . = 4 ~ ! i o °
The total recordable injury frequency rate and lost ime injury . ' - v o ' : * "
frequency rates are reparied per millian hours worked and . . 1
include contractors. : : . . :

. s L_ I g B L . _J T, N Pars

Carporate Social Involvement** | $million Xstrata 2007 by categary 2007 by geography
Xsirata sets aside a minimum of 1% of annual Group profit

102

before tax 1o fund initiatives that benefit local communities. Culwre/ant 5% gmironment 2% Australasia 13% South Africa 23%
The charts show the amount set aside for initiatives in each hng.?{;:ﬁ E",‘E Sodial Europe 5% “
geographic region in which Xstrata operates and by category. Health 12% mT.T‘pﬁ'Zm % North
. 1% South America 7%
Education 19% America 52%

*Includes 2007 acquisitions from date of acquisition: Eland, Al Hill and Tshmoot
* “Includes 2006 acquisitions from date of aguisition: Falconbridge, Tintaya

tindudes 2006 acquititions pro forma from 01.01.06: Falconbridge, Tintaya
 tRestated due 1o revised wotal employee numbers
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Xstrata also publishes a separate Sustainability Report, which includes a full
Reporting Initiative G3 guidelines. The report is available from www.xstrata.¢

set of indicators, using the Global
om or as a hard copy on request.

Environmental incidents*!

Category 3 environmental incidentd

Category 3 incidents by type

Xstrala's operations record environmental incidents according 2007) ol
to severity. Our target is to ach:eve zero category 3, 4 or 5 35 mén,oﬁ:,:
incidents, representing significant, serious or disastrous 26 21 5 ofl-site
incidents, Category 3 incidents cause moderale, reversible 20 Cmﬂ;'aﬂ‘; 5 offste
environmental impact and require moderate remediation, h P SLonTwater
Mo categary 4 or S incidents have ever occuried. discharges
Target: zero category 3, 4 or 5 incidents. b
Greenhouse gases™ | CO; equivalent million tonnes Greenhouse gas emissions €Oz-¢ by commodity business
Greenhouse gas emissions (GHGs} are measured as CO; * Carbonintemsiyy 4.4 (% of Group total)
equivalent tonnes. Xstrata’s main sources of GHGs are from bt WITBOS‘ Zing 15%
el'ectric.ity used ant{ from methane found in underground coal 16.6 - Nickel 7% Alloys 36%
seams in some regions. We seek to reduce greenhouse gas R
emissions thraugh improved energy efficiency and by using Copper 11%
coal-seam methane to generate r wherever possible.

9 powe pos I 03 Coal 31%
Target: 5% reduction in carbon intensity over 2004 by 2010%. '+
Water't | megalitres Fresh water use Recyded water use
Effective water management and conservation is critical to @ Frash water intensity 168,700 394,300

Xstrata's operations, a number of which are located in arid
regions. Xstrata measures fresh water used and water
recycled. We seek 10 reduce fresh water extracted and
progressively increase the amount of water that is recycled.

Target: 5% reduction in fresh water intensity in
water-s(arce regions®.

per tonne af product

67,100 74.800 75,300 85,600

89,000 92,500 98,900 101,300

2t fw (o 1o

Energy usage’ | petajoules

Efficiency and energy consumption reduclions drive both
cost savings and emissions reductions, The large increase in
energy consumption during 2007 reflects the acquisitions
made during 2006 and in particular the use of oil by the
Falcondo operation.

Target: 3% reduction in energy intensity by 2012°.

*Group targets compiled from 1argets set at commodity business level

tRestated following further research into Xsirata's carbon fooywint and third-party verification

112006 data exdudes Fakonbridge acquisition

Energy usage

& Energy intensit A
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Energy source (% of Group wotal)

Coalicoke 5% LPG/other 2%
Natural gas 7%
1
Naphtha 11% Elecuicity
55%
Diese! 20%
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Robust market fundamentals supported strong ferrochrome base prices
. throughout the year, leading to record sales for Xstrata Alloys in 2007.
) The average turopean benchmark price for 2007 of 89.25¢ per pound

The first hatf of 2007 was characterised by

strong growth in stainless steel production,

in particular in Asia, driven by Chinese

stainless steel melt production growsh of
over 20% compared to the same period
in 2006. High nickel prices in the first hal
of 2007 resulted in numerous stainless
producers increasing production of ferritic
grade stainless steel production, which
uses a higher proportion of virgin chrome
units, than nickel-bearing austenitic gradT

The second half of the year saw stainless
producers in Europe and America cutting
praduction and delaying the purchase

of nickel in response to declining nickel
prices. These production cuts, following a
strong first half, resulted in stainless steel
melt production remaining at a simitar levé

to 2006. Despite these production cutbacks,

the switch to ferritic grade stainless steel
production maintained robust demand for|
ferrochrome through the year.

Stronger demand and low inventory levels
has prompted ferrochrome producers to
restart all available idled capacity. China's
increasing significance as a producer of
ferrochrome was reflected in a further
22% increase in production to 1.2 mitlion
tonnes in 2007. Despite this increased
production, China remains a net importer
of ferrochrome.

Lancing the tap hole at Lydenburg ferrechrome
smelter, South Africa

A trane moves the ladle after a furnace 12p
a1 Lydenburg smelter

Cutlook

The outlogk for ferrochrome prices in
2008 remains positive. Stainfess melt is
forecast 10 increase by aver 10% to 32
million tonnes in 2008. While stainless
steel production is set to slow in the first
quarter of 2008 due to production cuts
in China, Chinese production is expected
to recover during the course of the year,
increasing by approximately 12% over
2007 levels. After a period of destocking,
demand for stainless steel in Furope and
America has started 1o recover in the first
guarter of 2008, albeit at a slower rate.

Ferrochrome demand is accordingly
forecast to increase by approximately
8.5% in 2008, due to strang stainless
melt production and stainless producers
continying to produce a higher ratio of
ferritic grades than the historical average.

Supply-side constraints on South African
producers as a result of rolling power
outages are expected to result in a supply
deficit for the first half of the year.

As a result, record contract prices for
ferrochrome have been negotiated in the
first quarter of 2008 with the European
benchmark price set at 121¢ per pound,

Vanadium

Demand for vanadium remained robust
in 2007, driven by continued growth

in the production of crude steel, primarily
in China.

Vanadium supply increased in response to
strong demand with Chinese production
from vanadium-bearing slag accounting
for the majority of new vanadium units.
Despite this, production problems at a
number of producers have resulted in
market equilibrium,




Although the average quoted price for
ferrovanadium in 2007 of $37.17 per
kilogram vanadium was approximately
3% lower compared to the previous year,
prices remain significantly in excess of
historical averages.

Outlook

Supply disruptions in China and South
Africa in the first quarter of 2008 has seen
ferrovanadium prices rise above $80 per
kilcgram, a record price last achieved in
June 2005. Steady demand and the
imposition of export taxes in China will
keep the market relatively tight in 2008.

Platinum Group Metals (PGM})
Continued supply disruptions as a result
of safety and operational issues, industrial
action and lower mine recoveries from
South African PGM producers contributed
to a market deficit in 2007. In response
the prices of all PGMs increased year

on year with platinum, palladium and
rhodiumn prices ending the year strongly,
$1,544, $370 and $6,850 per ounce
respectively.

Strong PGM demand in 2007 continued
to be underpinned by robust growth in
autocatalyst demand. Platinum demand
rase by approximately 3% to 7.8 million
ounces in 2007, Palladium demand also
grew year on year by 4% o 7.5 million
ounces in 2007 spurred by platinum
substitution in gasoline vehicles and the
jewellery sector, The rhodium market is
about 10% of the size of the platinum
market with almost 90% of demand
driven by its applicaticn in platinum and
palladium in autocatalysts to reduce the
emissions of nitrogen oxides.

Outlook

Supply-side disruptions to South Alfrican
PGM producers continued in the first
quarter of 2008, exacerbated by adverse
weather conditions and rolling power
outages, resulting in a complete
terporary shutdown of PGM mining
operations. In response, platinum and
rhodium prices have reached record highs
passing $2,100 and 38,000 per ounce
respectively.

Demand is expected to remain strong,
driven by tightening emissions legislation
and a rising acceptance of diesel
technology by automobile manufacturers
in the USA and Japan. The market is
therefore expected 1o remain in relative
deficit through 2008 with PGM prices
breaking new records.

Andile Gebu, plant attendant at Knoondal chrome mine, South Africa
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Pacific thermal coal markets

Demand growth was underpinned by
surging Chinese imports and supported
by strong growth in Japan, Korea, Taiwan,
india and Thailand. Chinese coastal power
stations sought additional imported coal
to fill domestic supply shortfalls. Japanese
coal-fired power slations required
additional coal to compensate for
extended nuclear power station outages,
while new power stations and robust
economic growth created new demand

in Korea, Taiwan, tndia and Thailand.
Domestic coal supply shortfalls in India
also resulted in higher imports.

Australian thermal coal exports were
hampered throughout 2007 by a
combination of infrastructure constraints
and weather events, containing export
growth to just 1% over 2006 leveks.
Infrastructure constraints and the loss of
2.5 miflion tonnes throughput at Newcastle
port due to storms in the Hunter Valley in

Continuous miner al Tavistock underground coal mine, South Africa

The market for Pacific thermal coal in 2007 was characterised by strong
demand growth, estimated at in excess of 13% during 2007, together
with continued supply disruptions.

June led suppliers to focus on higher value
metallurgical coal products, impacting
thermal coal export growth.

In China, the removal of the VAT expart
rebate for thermal coal in late 2006,

coupled with the addition of 96GW of ney
coal-fired power generation capacity durin
the course of 2007, contributed 10 a 15%)
reducticn in thermal coal exports. Chinese
exports continue to be restrained in 2008
due 1o ongoing domestic supply shortages.

g <

An extended and significant wet season
disrupted Indonesian coal supply and
limited export growth to 10% during
2007, significantly below 2006 growth of
32%. Approximately two-thirds of new
Indonesian supply is sub-bituminous coal
and therefore does not directly compete
with the majority of Australian coal. The
higher proportion of lower quality sub-
bituminous coal from Indonesia, growing

imports into and lower exports from China
and limited Australian supply growth
contributed to strong market conditions
and marked spot price increases for Pacific
Basin coals.

Following the Australiarvlapanese term
contract settlements in March 2007 the
spot thermal coal price remained stable until
June, when supply shortfalls occurred
following adverse weather in New South
Wales. Spot prices steadily increased
through the second hal, reaching all-tiime
highs of over $90 per tonne in December.
During the third quarter, mid-year annual
contracts with Japanese thermal coal
customers for delivery periods commencing
September and October were agreed in a
range from $65 to $75 per tonne.

The Asian market, predominantly Japan,
Korea and Taiwan, continues to account for
approximately 90% of Xstrata's managed
export thermal coal sales from Australia.
Term and annual ¢ontracts represented 75%
of Xstrata Coal's Ausiralian managed expont
thermal sales in 2007, with the balance sold
on the spot market. Domestic Australian
sales, typically long-term contracts with
power utilities, accounted for approximately
20% of overall thermal coal sales.

Outlook

In January 2008, flooding in central
Queenstand further reduced Australian
export supply. Additionally, extreme
weather in China caused domaestic coal
stocks to decline funther and led to
restrictions being imposed on Chinese
exports from February to mid-March,
boosting spot prices for Australian thermal
coal to in excess of $130 per tonne. The
dominance of coal-fired capacity as base
load generation in Asian markets and rising
prices of other energy sources, limits the
potential for fuef switching.




Pacific market conditions in 2008 are
axpected 10 remain very strong as Australian
infrastructure constraints, recent flooding in
Queensland ang the potential for ongoing
supply disruptions continue to inhibit supply
growth. Continued domestic supply
shortfalls in India and China together with
restocking by Chinese power stations will
encourage import growth whilst new
capacity additicns in Korea and the ramp
up of power station capacity in Thailand
will further strengthen demand growth.

Allantic thermal coal markets

Spot thermal coal prices in the Atlantic
strengthened from just below $50 per
tonne to approximately $95 per tonne
during 2007. A mild European winter both
at the start and end of 2007, coupled with
lower gas prices during the summer
months and low demand pericds, was
offset by supply-side constraints in Russia,
South Africa, China, Indonesia and
Australia. Bullish Pacific Basin fundamentals
also provided strong support for the
Atlantic market, causing a sharp increase in
prices in both markets, with spot prices for
South African coal at over $90 per tonne
during the last quarter of the year.

The price of European Union Emissions
Trading Scheme {EU ETS) Phase 1 credits
steadily decreased during 2007, from
approximately €5 per onne of COzin
January to levels below €0.10 per tonne
by year end, due to an excess of credits in
the market. Phase 2 credits, applying from
1 January 2008, have traded in a range
from €17 per tonne to approximately €23
per tonne a the start of 2008, reflecting
the market's expectation of tighter national
allocations for the second phase of the EU
ETS. Despite higher Phase 2 COz prices,
higher gas prices have ensured coal has
remained competitive as 3 power
generation fuel,

Incrementa! demand for South African
coal in Asia, primarily India and Pakistan,
is expected to contribute to tight export
availability for 2008, mitigating subdued
demand from Europe.

Annualised Richards Bay Coal Terminal
throughput in 2007 was marginally lower
than 2006 as supply was impacted by

a combination of rail capacity and coal
production constraints. Russian thermal
coal export supply grew by approximately
4 million tonnes or 6% despite rail
legistics constraints during the second half
of the year. Polish exports came under
pressure from growing domestic demand
and production shortfalls and declined by
more than 3 million tonnes year-on-year.
The majority of export growth from
Colombia in 2007 was absorbed into the
North American and European markets.
Domestic coal prices in the US continued
to recover throughout 2007 from lows in
2006 but remained below import prices.
Record international prices in the latter half
of 2007 attracted an incremental 4 million
tonnes from US suppliers to the export
market. Rising US domestic prices have
ercded the export premium and are likely
to discourage additional US exports in the
near term.

The South African domestic market
remained buoyant on the back of tight
availability of higher quality coal.
Production shortfalls and the resultant
available coal chain capacity enabled
producers to switch higher grade
production originally destined for the
domestic market to the higher margin
export market. This has resulted in robust
increases in market prices for non-Eskom
domestic coals.

Matthew Thomas, operator at United underground
colliery, NSW, Austraka

Outlook

Sustained supply-side constraints early

in 2008 caused spot prices 1o rise above
$110 per tonne during January 2008.
Supply-side consiraints in 2007 and in
early 2008 have resulted in an overhang
of contracts to be fulfilled and are
expected to lead to continued restricted
availability in the Atlantic market.
Rationing of power consumption by the
South African mining industry, rolling
blackouts and possible incremental
demand from Eskom due to the South
African electricity crisis, may result in
further pressure on supplies to the expont
markets from South Africa. These
pressures have been exacerbated by
extremely high rainfall during the last
quarter in 2007 and first quarter of 2008
in South Africa, causing further supply
disruptions. These factors contribute to

a positive outlook for thermal coal pricing
for the balance of 2008.
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Coking coal markets

further growth in global preduction of pig
iron fuelled robust demand for caking
¢aal in 2007, Globally, demand for
imported coking coal grew by 10 mitlion
tonnes in 2007, spearheaded by higher
demand from India, Brazil, Korea and
Taiwan. An additional 1.5 million tonnes
of demand came from the non-traditional
import markets of Ukraine, Russia and
Poland, due to lower domestic
production. This coincided with the
recovery of production at 8razil's CSN
{Companhia Siderurgica Nacional)
following the blast furnace closure in
2006 and the commissioning of new coke
and blast furnace facilities by two further
Brazilian producers, CST {Companhia
Siderurgica de Tubarao) and Acomina.

Continued strong domestic demand from
Russia is expected to support ongoing
import demand growth from this region.
At the same time, Chinese seaborne
coking coal imports remained in line with
2006 levels.

While Australian coking coal exports
increased by approximately 13% in 2007,
infrastructure constraints continued to
constrain supply growth. Throughput from
the Dalrymple Bay Coal Terminal (DBCT)
was particularly impacted and declined
by 5.5 million tonnes year-on-year due o
upgrading work and underperforming rail
delivery. Semi-soft coking coal exports
from Newcastle grew by 4 milfion tonnes
or 27% in 2007, as new mines ramped
up and producers preferentially exported
semi-soft coking coal over thermal coal.

Higher exports from Canada and the US,
up by 7% and 17% respectively, were
offset by lower supply and import demand
from Peland, due to lower domestic

production. Exports from Russia were
lower due to production shortfalls and
growing domestic demand.

As supply shortfalls grew in 2007, the price
of hard coking coal rose steadily from th
terrn contract price of $98 per tonne 1o :1
excess of $150 per tonne by the end of
the year. Supply shortages also impacted
Chinese coke export prices which began
2007 at $175 per tonne and closed

the year in excess of $400 per tonne,
equivalent to over $250 per tonne for
Australian hard coking coal.

Japanese steel mills remain the dominant
buyers of Xstrata coking coal products,
accounting for over 40% of total sales
including semi soft. Long-term contract
volumes account for more than 75%
of salas.

Outlocok
In January 2008, heavy rains and flooding
significantly impacted mine production in
Queensland resulting in force majeure
declarations from a aumber of coking coal
and PCI producers. Initial estimates indicate
that as much as 10 million tonnes of
production could be lost by the industry,
impacting near term and annual supply
and further boosting spot market prices.
Without accounting for the impact of
further adverse weather events, the market
remains very tight for higher quality hard
coking coals in 2008, with all production
effectively committed to term comract
buyers for the balance of the year.

As a result, the spot price is trading at
progressively larger premiums to previously
settled contract prices as consumers
affected by Australian supply constrainis
compete for the limited volumes available.

Supply-side constraints are expected

to continue to dominate the market
throughout 2008. Demand growth will
remain dominated by Brazil, as newly
commissioned blast furnace facilities ramp
up to full production in 2008 and further
capacity expansions are planned by CSN,
Usiminas and Vale, increasing coking coal
demand by 7 million tonnes over the next
five years.

India will also account for further
significant demand growth, as Indian
capacity expansions are projected 1o
increase import demand by over 10
million annual tonnes by 2010. In South
Korea, the Hyundai group is constructing
a new steel plant, which, together with
the new Dragon steel plant in Taiwan will
add in excess of 4 million tonnes per
annum of new demand, Importantly, new
coke ovens will require significant volumes
of premium hard coking coal in their ¢oke
blends. Further new import demand is
also likely in the Eastern Bloc in order to
replace domestic and Russian supply
shortfalls.

The ongoing need for high quality hard
coking coal to maintain coke oven and
blast furnace productivity will underpin
pricing for prime hard coking coals,
which are expected to remain very robust
throughout 2008 and spot prices have
recently exceeded $300 per tonne.



Strong Chinese demand growth, supply-side disruptions and low exchange
inveniories supported copper prices in the face of weaker copper demand
in the US and Europe in the second half of 2007. The LME copper cash
price averaged $3.24 per pound or $7,139 per tonne for the year,

representing a 6% increase over the average price in 2006.

Following the extensive destocking which
dampened Chinese copper demand in
2006, large-scale Chinese imports of
copper cathode resumed in 2007 as
inventary rebuilding and rapidly rising
end-use demand drove strong growth in
refined copper consumption. This more
than offset slower growth in the
developed world, as softer demand
petsisted in the US, exacerbated in the
second half by a weak housing market
and subsequent global credit issues.
Demand was also weaker in Japan and
Western Europe during the second half of
tha year, due to slower end-use markets.

Despite lower demand in the Western
world, global copper exchange inventories
ended 2007 at 237,103 tonnes, 15,430
tonnes lower than the closing level in
2006. A sharp fall in Chinese exchange
stocks towards the end of the year
countered rises elsewhere.

On the supply-side, structural difficulties,
equipment shortages, {abour unrest and
natural disasters all contributed to
significant mine underperformance during
the year, lending additional support to
copper prices and ensuring ongaing
tightness in the concentrate market.
Benchmark concentrate treatment and
refining charges fell from $60 per dry
metric tonne and 6¢ per pound for 2007
1o $52 per dry metric tonne and 5.2¢ per
pound for contracts negotiated mid-year.
Although smelter maintenance shutdowns
around year end generated a modest
recovery in spot treatment and refining
charges, the 2008 annual benchmark
posted a further decline to $45 per dry
metric tonne and 4.5¢ per pound. Limited
growth in mine supply and some further
smelting capacity additions mean that the
concentrate market is likely to remain
tight during 2008.
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Outlook

Although the weak economic conditions
in the US are likely to continue for much
of the year, limiting the potential for
demand growth in the Western World,
this is again likely to be offset by
continuing strong refined copper demand
growth in China. This, together with

the potential for further supply-side
disruptions, mine underperformance and
project delays will again provide support
to copper prices during 2008.

Changing the drill rod at the Tampakan
exploration project, Philippines
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The intreduction of LME lending guidance
for nickel in early June prompted a sharp
drop in the price, followed by destocking
by stainfess steel producers during the
remainder of the year. Nonetheless, the
average LME cash nickel settlement price
rose 1o $16.82 per pound (337,089 per
tonne) over the year, a 54% increase

over 2006.

The record nickel price environment
encouraged the use of low grade nicke!
pig iron in steel production and stainless
steel producers increased production of
the 400 series ferritic {nickel free} and 200
series (lower nickel-containing) stainless
steel at the expense of the 300 austenitic

Yagvar Finne seals anodes at the Nikkelverk refinery. Norway
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) The nickel market in 2007 was subject to unprecedented volatility.

XN A combination of new nickel demand fuelled by massive Chinese stainless
tickel steel capacity growth and speculative buying by funds were the primary
catalysts for record nickel prices in the first half of 2007, Nickel prices
started the year at $15.21 per pound ($33,540 per tonne) and peaked at a record high
of §25.51 per pound ($54,050 per tanne} in May.

series (higher nickel-contatning) series.
The strong start to the year was followed
by stainless steel production cuts in the
second half which resulted in stainless

steel production remaining at similar leve
to 2006.

Nickel demand from the non-stainless
steel sectors, such as faundry and nickel
alloys, continues to be strong, especially
from the aerospace, oil and gas, and
power generation industries, as well as
the battery sectors.

The degree of nickel supply disruptions
experienced over the last few years has
eased. In addition, the rapid rise of
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China’s darmestic low-nickel pig iron
output sourced from ore from the
Philippines, Indonesia and New Caledonia
has been reported to have reached
approximately 85,000 tonnes. Higher
grade ore from Indonesia and Mew
Caledonia is more suitable for producing
a low grade nicke! stainless steel feed
cantaining 8% to 14% nickel. However,
this new high cost source of nickel is only
economic at high nickel prices.

Extensive destocking led to rising levels of
LME stocks to just under 50,000 tonnes at
the year end.

Outlook

The mid-term price outlook remains
favourable, with prices expected to remain
well above long-term averages due to
robust emerging market demand and
modest supply growth. For 2008, market
prospects continue to be positive as the
stainless steel market is expected to
rebound. Early indications point to
stronger first-quarter statnless steel
production in Eurgpe and the US, while
China, Japan and Korea have yet to
respond. This is due to the level of
inventary destocking, which was
exaggerated in the second half of 2007.
It is expected that the price of nickel will
remain in a tighter trading range
accompanied by less volatility, due to
the change in the nickel alloy surcharge
system from three to one month pricing.
The high marginal cost of low grade
nickel pig iron production is also likely

to restrict nickel prices to a tighter range,
effectively acting as a swing producer
when the price covers the cost of
production of nicke! pig iron.




Demand for global refined zinc rose by 4% during 2007 to 11.6 miltion
tonnes. Strong growth in many of the developing world economies,
particularly China and India, helped 1o offset slower consumption in North
America and Europe. In China, galvanising requirements continued to grow

rapidly, mainly driven by the strong construction sector, but alse influenced by booming
vehicle production, consumer goods and urban construction. Strong zinc demand also
came from Brazil and Russia, where the construction sector is starting to benefit from

higher government spending on infrastructure.

In 2007, global zinc mine production
increased by 6% to 11.3 million tonnes,
due to new mines starting in Bolivia, Peru
and Portugal and increased production

in China, Kazakhstan and Australia. The
market for concentrates eased somewhat
from the very tight levels seen in the past
three years resulting in negotiated
treatment charges for 2007 increasing

to '§300 per tonne basis $3,500 zinc,
compared to $128 per tonne basis $1,400
zinz negotiated in 2006.

Glubal refined zinc production increased
in 2007 by 7% to 11.3 million tonnes in
response 1o increased demand, continued
high prices and improved concentrate
availability. The largest increase in zinc
metal output came from China, where
refined zinc production grew by 17% to
.7 million tonnes representing one third
of warld production. The higher availabitity
of concentrates enabled China to double
zin¢ concentrates imports to over 600,000
tannes of conlained zinc, resulting in a
significant inccease in metal output. Other
increases in metal output were seen in
Russia, Mexico, Brazil and India, where
a new smelter was commissioned.

LME stocks increased during the first
quarter due to higher Chinese exports,
but decreased in the following two
quarters as China again became a net
imparter of refined zinc to end the year
at similar levels 1o the start of the year.
The LME cash zinc price remained above

$3,000 per tonne during the first eight
months of the year but weakened in the
last quarter of the year to end the year

at $2,290 per tanne, responding to an
expected increase in mine and metal
output during 2008. The average LME
cash price for zinc was similar to the
previous year at $3,257 per tonne in 2007
compared to $3.264 per tonne in 2006.

Outlook

Although zinc mine and metal output is
expected to rise in 2008 in response to
the ongoing high price environment,
strong growth in zinc demand is also
expected, particularly in developing world
economies. LME zinc stocks of less than
three days of global consumption remain
at historically low tevels and, while a
moderate supply surplus is expected in
2008, the potential for {urther supply
disruptions provides additional support
for prices above long-term averages.
Treatment charges are expected to
continue to increase in 2008, in tine with
greater availability of concentrates.

Lead

Global lead consumption is estimated to
have increased in 2007 by approximately
4% compared o the previous year. China
continues to be the driving force behind
global growth with consumption
increasing by 16%, an additional 350,000
metric tonnes year-on-year driven primarily
by demand from the automobile and
electric-powered bicycle secters. Demand
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in Western Europe decreased by 2% and
demand from North America remained
flat year-on-year.

In 2007, global refined praduction
increased by less than 2%, with Chinese
production curtailed by export tax
increases. The largest increases in refined
production came from Russia and Eastern
Europe, which together accounted for an
aggregate increase of approximately
75,000 metric tonnes. The global supply
balance for lead is expected to show a
greater than expected deficit of up to
200,000 metric tonnes for the year.

LME stocks fluctuated during the year
between a low of 22,000 melric tonnes
and a high of some 48,000 metric tonnes,
ending 2007 at 45,475 metric tonnes,
4,500 tonnes or 10% higher than at the
start of the year.

The average LME monthly cash price for
lead rose from $1,666 per tonne in
January, increasing each month to reach a
peak of $3,980 per tonne in mid October,
after which prices eased. At the year end,
the LME cash closing price was $2,546
per tonne.

Qutiook

in 2008 the lead market is expected to be
{airly balanced, with rising global demand
driven mainly by China matched by
increased production of refined lead. Lead
stocks are therelore expected to remain
low, contributing to a tight market during
2008 and supporting lead prices at
historically elevated evels.
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Basis of presentation of financial information !
Financial information is presented in accordance with International Financial Reporting Standards (IFRS} as adopted for use in the European

Unian. The reporting currency of Xstrata plc is US dollars. Unless indicated to the contrary, revenue, earnings before interest, taxation,

depreciation and amortisation (EBITDA) and earnings before interest and taxation (EBIT) are reported in the Financial and Operating Review

before exceptional items. Exceptional items are significant items of income and expense which, due to their nature or expected infrequency,

are presented separately in the income statement,

Unlass otherwise indicated, all data and commentary in the Financial and QOperating Reviews exclude the Xstrata Aluminum operations
which were sold during the first half of the year and exceptional items. All dollar and cent figures provided refer to US dollars and cents.
Consolidated results : Slatuto;y P:o forma Statutory
ACEIRLUL ] Year ended Year ernded
$m 311207 31.12.06 31.12.06
Allays 1382 959 a59
Coal 4,201 3,757 3,617
Copper 12794 12,508 7,007
Hickel T 5,252 . 3,364 1,678
Zinc - 4,726 4,774 3,721
Technology 120 120
Total Group revenue 25,482 17,102
Attributable total Group revenue 24,529 16,150
Alloys 263 263
Coal 1,320 1,249
Copper 5.399 3,349
Wickel 1,385 788
Zing 1,946 1,479
Technology 26 26
Corporate and unallocated (185) (170)
Total Group EBITDA 10,155 6,984 i
Attributable total Group EBITDA 9,528 6,357 ‘
Allays 234 234
Coal 937 892
Capper 4528 2,850
Nickel 531 614 ’
Zinc 1,673 1,329 !
Technology 22 22 )
Corporate and unallocated {193) (176) '
Total Group EBIT 8,132 5,765
Attributable total Group EBIT 7.565 5,200
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The acquisition of the Falconbridge group in August 2006 contributed to a substantial indrease in Group revenue and earnings in 2007
on a statutory basis. EBIT of $8.8 billion was 53% higher than the statutory result for 2006, benefiting from a full year of earnings from
Xstrata Nickel, the enlarged Xstrata Copper and Xstrata Zinc businesses and the Tintaya qopper operation which was acquired in June
2006. Xstrata Coal’s earnings similarly benefited from a full year's earnings from the Cer@jdn coal operation following the acquisition
of a one-third stake in March 2006. To facilitate comparison on a like-for-like basis, pro fgrma comparative figures for 2006 have been
prepared. These assume that the acquisition of the Falconbridge, Tintaya and Cerrején operations were made on 1 January 2006,

Unless otherwise stated, prior year figures in the remainder of the report are stated on a

Robust commodity prices and record production at Xstrata's coal, nickel, ferrochrome, pla}

ro forma basis.

inum and zinc mining operations, coupled with

a strong second half performance at the copper operations, boosted revenue by 12% coanpared to pro forma results for 2006. Volume
growth contributed $249 million to EBIT, which rose by 8% to $8.8 billion. EBITDA increased by 7% 10 $10.9 billion or $11.3 billion

including discontinued and exceptional items.

The beneficial impact of higher commodity prices period-on-period across Xstrata's busingsses, with the exception of coking coal and

vanadium, added over $1.3 billion to EBIT during the period.

Real cost savings of $253 million were achieved across every commodity business, despite
industry. Real cost savings were achieved as a result of new lower cost production comir:j

ongoing significant cost pressures in the mining
on stream at the Rolleston and Wollombi coal

operations and Lion ferrochrome smelting complex, higher by-product revenues and recaveries at Xstrata Zinc and operational efficiencies

at Minera Alumbrera and the Australian copper operations.

The impact of mining industry inflation and CPI continued to weigh heavily on the industry, trimming EBIT by a total of $481 million.
In particular, turther price increases were expenienced in South Africa, Argentina and Child, primarily for energy, fuel and contractor labour.

Profits were also negatively impacted by the weaker US dollar against most of Xstrata's o
$457 million. Higher demurrage charges from Xstrata’s Australian coal operations impact
the charges in 2006.

rating currencies, reducing earnings by
1 2007 EBIT by an additional §58 millian over

EBIT Variances

$m Total
EBIT 31.12.06 {pro forma) 8,132
Sales price* 1,312
Volumes 249
Unit cost - real 253
Unit cost — CPI inflation (246)
Unit cost — mining industry inflation (235)
Unit cost - foreign exchange {457)
Demurrage (58}
Corporate social involvement expenditure (33}
Other income and expenses (70}
Depreciation and amortisation {excluding foreign exchange) {(55)
EBIT 31,12.07 (statutory} 8,792

“Net of commodity price linked costs, treatment and refining charges
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Other expenses include higher long-term incentive plan costs due to the increase in Xstrata's share price, together with acquisition-related
and start-up costs in respect of Eland Platinum. These negative impacts were partially offset by head office synergies achieved from the
integration of Falcanbridge which realised approximately $77 million of cost savings in the first full year of ownership, against the original
targes of $75 mitlion per annum. Corporate social involvement expenditure rose by 333 million compared to pro forma E8IT in 2006 to

$102 million as programmes to support community initiatives were extended across the former Falconbridge business during 2007.

Average Commodity Prices Average Average %

Unit | I SELP price 2006 Change
Australian FOB export coking* th €Al 1.2 (12)
Australian FOB export semi-soft coking* i [6215] 68.0 (8)
Australian FOB export thermal coal” W 5182} 46.4 10
Colombian FOB export therma) coal” " 5253 49.3 6
South African export thermat coal* 7/ 1518} 458 13
Copper (LME cash average) Wt LD 6,740 6
{ead (LME cash average) 44 agn 1,286 102
Zinc (LME cash average) “w 138257 3,264 -
Hicke! {LME cash average) V] w 24,155 54
ferrochrome (Metal Bulletin) eflb (2913} 71.6 25
Ferrovanadium {Metal Bulletin) $/kg §3752] 385 (3)
Platinum Sfoz 193 3% 1,142 17
* Average receed price

Average commodity prices in 2007 outstripped 2006 levels for all of Xstrata’s products with the exception of lower ferrovanadium and

coking coal prices and stable zing prices.

Average LME copper prices continued 1o rise period-on-period, supported by robust emerging market demand on the one hand and

ongoing supply disruptions on the other. A very tight nickel market resulted in a rapid rise in prices early in 2007, peaking in May
at a record nominal high, before falling back tater in the year. Nonetheless, nickel prices are well above historical averages and the

fundamentals of the market remain strong. Lead prices rose strongly through the year, reaching a peak in October, While prices have
subsequently softened, they remain at very high levels by historical standards. Zinc prices remained stable pertod-on-period.

The decrease in received coking coal prices followed a 15% decline in the base term price for coking coat contract prices settled at the end
of 2006. Spot coking coal prices are currently at record levels with trades being settled above $300 per tonne and expectations for the
2008-09 contract year are for a significant increase over 2007-08 levels, This situation reflects streng demand growth from steel producers
and continued supply bottlenecks across the industry. During the period, received thermal coa! prices benefited from strong demand, with

China becoming a net importer of energy coal, slowing and lower quality supply growth from indonesia, together with ongoing

infrastructure constraints in Australia and South Africa. Thermal coal prices rose steeply in the final quarter and with spot prices soaring
to well in excess of $130 per tonne, significant price increases are being forecast in respect of 2008 contract settlements.
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% change
{+-}

Currency Table to $ (USD) Average Average

2007 2006
USD:ARS ER ) 307
AUD:USD 0.84 0.75
USD:CAD 1.07 113
USD:CHF 1.20 1.25
UsD:CLP 522 531
UsD:COP 2,075 2,359
USD:PEN . 343 3.27
EUR:USD C 137, 1.26
G8P:USD 2.00 1.84
USD:ZAR 7.05 6.77

(12)
&Y
@
2

(12) B

@
(9)
(9)

AL
312,07

3.15
0.88
1.00
1.13

498
2018
3.00
1.46
1.98
6.86

At
31.12.06

3.06
0.79
1.17
1.22
532
2,240
3.20
1.32
1.96
1.0

Ferrochrome prices recovered from lower average prices in 2006, to an average of 89¢ per pound. The European base price has risen

further in the first quarter to $1.21 per pound, driven by continued strong demand from

he stainless steel sector.

Xstrata’s major operating currency exposures are in respect of the movements of the Australian dollar, Canadian dollar and South African
rand against the US dollar, While the rand weakened marginally against the dollar, the Canadian dollar and Australian dollar strengthened

materially, impacting earnings by an additional $457 million compared to 2006.

Earnings

Earnings Summary

$m

EBIT {before exceptional items)

Income tax expense
Effective tax rate

Net interest {excl, loan issue costs written-off and realised net foreign currency translation gains)

Minority interests

Attributable profit (before exceptional items)
Earnings per share {before exceptional items)

Loan issue costs written-off

Net gains/(losses) from recycled foreign currency translation reserve
and foreign currency movements on other borrowings

LionQre break fee (after costs)

Disposal fair value adjustment

Profit on sale of investments and operations

Profit from discontinued operations

Income 1ax on exceptional items

Attributable profit
Earnings per share

i

Statutory- |

- Year ended ?

31.12.07

8,792
(793)
(2,301)
29%
(326}

5372
560

(60)

{62y
2715
{25)
53
{10)

171

5.543-
5.78)

8132

(1,038)

(2.063)
29%

{413}

45618
499

9

127
(S)
267

4,885
5.28
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The effective tax rate for the period before discontinued operations and exceptional items at 29% remained the same as the prior year.
Higher taxes from profits earned in high tax jurisdictions, particularly in the locations of the nickel operations, were partly offset by the recently
announced reduction in the Canadian corporate tax rate and a number of one-off deductions refating to the Falconbridge acquisition.

Mingrity interests decreased, predominantly due to the commencernent of full royalty payments to our local partners at Alumbrera during
the period.

EBIT Sensitivities Impact on SIS
$m 2008 EBIT® year EBIT™
1e/b movement in ferrochrome price 13 15
$1/xg movement in ferrovanadium price 3 4
$ H/tonne movement in Australian thermal export FOB coal price 19° 35
$ 1/tonne movement in Australian coking export FOB coal price S 8
$11onne movement in South African export thermal FOB coal price [ 15
1¢/ib movernent in copper price i4 24
$10/0z movement in gold price 9 9
$1/b movement in nickel price 194
1eAb movement in Zinc price : 19 19
1100/tonne movement in zinc treatment charge price a5
1¢/t movement in lead price 6
$100/0z movement in platinum price 12
14 100/0z movement in palladium price 6
10% movement ARS 23
10% movement AUD 434
10% movement CAD 232
10% movement EUR 37
10% movement ZAR 1

After impact of curency and commodity hedging, and cantracted, priced sales as at 31 December 2007
=~ Assuming cutrent annualised production and sa'es profiles. no curency o commodity hedging and no contracted, priced sa'es and purchases at 31 December 2007

Mil icent Kgoete at Xstrata Allgys’ Thorndiffe mine, South Africa Waste is discharged to the cooling font at Altonorte smelter, Chile
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Cash Flow, Net Debt and Financing Summary

On the back of the Group’s sirong cperating performance, aperating cash flows rose by $1.7 hillion 1o $11 billion, with free cash flow of

$6.1 billion,

During the period, Xstrata completed acquisitions of same $2.1 billion, as outlined below.
the third quarter, 1% of the issued share capital was opportunistically purchased by Batisg
equity capital management programme. Despite these cash outflows, robust cash generat

net debt by $1.6 billion in 2007.

In March, the Group received proceeds of $1,120 million from the disposal of Noranda Al

In addition, during weak market canditions in
Investments for $518 million under the Group's
jon from cperations enabled the Group to reduce

urninum, comprising the aluminium assets

acquired through the Falconbridge acquisition. The receipt of a termination payment of C$305 million {$275 million net of fees relating to

Movement in net debt Y:;? ;irdr:;
m _ B 31.12.06
Cash generated from operations* A117046! 9,370
Net interest paid (671)] (965)
Dividends received 4 2
Tax paid (23965)) (1,486)
Cash flow before capital expenditure VA 6,921

Sustaining capital expenditure (17432)] (893)
Disposals of fixed assets 136] 32
Free cash flow 61068 6,060
Expansionary capital expenditure (F430)] (1.163)
Cash flow before acquisitions D 4,897
Purchase of investments {41 (3)
Purchase of subsidiaries and operations net of cash acquired {(2X130)] (18,793)
Sale of aluminium business, net of cash disposed 1K1 0] -
Other investing activities {24} 24

Net cash flow before finanding ap® (13.879)
Purchase of own shares (ya)] {11}
Equity capital management share buyback (S18)] -
Capital injection by minority interest 1180 -
Proceeds from sale and issue of own shares /m 7.8

Equity dividends paid** (443} (496)
Dividends paid to minority interests (485} (202}
Redemption of minority interests (22)) {95}
Debt acquired with operations (30)))] (4,642)
Redemption of convertible bonds 359

Reclassification from equity and fiabilities to debt (200)] -
Fair value adjustment 10 Canadian capital market notes QUED -
Other non-cash movements (259)) 101

Movement in net debt \7626] {10,990)
Net debt at the start of the year [(137601] {2.611)
Net debt at the end of the peried [(1,17G°7.5)] {13.601)

“Includes net lemination payment from LionOre of $275 million

**Pro forma dividend payments in 2005 induded a spedal dividend of $172 million paid by Falconbridge prior to it] acquisition by Xstrata
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the disposal) from LionOre Mining International, following termination of its support agreement with Xstrata, also contributed to Xsirata’s
robust balance sheet, Gearing {defined as net debt 10 net debt plus equity) fell from 41% to 32% at the end of the year.

Cash tax payments of approximately $2,965 million were made in 2007, reflecting the settlement of 1ax liabilities outstanding from the
Falconbridge operations and Xstrata’s own operations for the full twelve months to December 2006 and including certain additional
paymenis in respect of tax years that predated Xstrata's acquisition of Falconbridge.

in 2007, all of the remaining outsianding 3.95% convertible bonds due in 2010 were converted into Xsirata shares by 4 April, resulting
in & $202 miflion reduction in debt. A further tranche of $375 miltion of 4% convertible bonds due in 2017 remain outstanding and relate
1o the convertible bond issued to Brookfield in part payment for a 20% stake in Falconbridge in August 2005.

The Group continued to diversify its sources of funding during the year, commencing with an inaugural multi-tranche Euro bond offering,
which raised €1 billion in June 2007. Combined with continuing strong operational cash llows, this allowed the final $9.5 billion tranche
of bank debt associated with the Falconbridge acquisition to be refinanced. A new 5 year syndicated bank loan of $4.68 billion was signed
in July 2007 on significantly improved terms and conditions,

In November, a second US bond offering was successiully completed, with the issue of a $500 million 30 year bond, which further
lengthened the Group's average debt maturity profile.

Further committed bank bridging facilities totalling $3.5 billian have been secured prior to year end, to fund the acquisitions of jubilee
Mines and Resource Pacific.

Reconciliation of EBITDA to cash generated from operations Pro forma
hreadended Year ended
m 13281210 7] 31.12.06
EBITDA . 1101888 10,155
Zxceptional items b27.5] -
Discontinued operations 1:20] 286
share of results from associates (15)] i)
Share-based compensation plans 91
Increase in inventories [(552)] {811
Increase in trade and other receivables (348)] (633}
Increase in deferred stripping and other assets (105} (154}
Increase in trade and other payables 552, 534
Movement in provisions and other non-cash items 229 (89)
Cash generated from operations k170463 9,370
Net debt summary jStatutony] Statutory
e As at
sm j31%1277) 31.12.06
Cash k1 A145] 1,860
External borrowings . (127990 {15,219)
Finance leases [({1132)] (242)
Net debt eS|  (13.601)
Net debt 10 net debt plus equity 13258 41%
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Working Capital

Working capital Statutory Statutory
As at As at
$m 31.12.07 31.12.06
Inventories 4,167 3,539
Trade and other receivables 2,967 2,829
Prepayments 265 206
Trade and other payables (3,745) (3,125}
Net working capital 3,654 3,449

Receivables have increased off the back of higher volumes and commodity prices. Higher prices similarly led to an increase in inventories
which was partially offset by the positive impact of the nickel distribution agreement with Glencore, which significantly reduced working

capital requirements. The increase in payables reflects the ongoing inflationary environmen
operations.

Treasury Management and Financial Instruments
The majority of the Group’s revenue streams are denominated in US dollars. The Group se
or by borrowing in other currencies and swapping them into US dollars.

t and the increased scale and scope of the

ks 10 source debt capital in US dollars directly

Currency cash flow hedging may be used to reduce the Group's short-term exposure to fluctuations in the US dollar against local
currencies. The unrealised mark-to-market gain at 31 December 2007 was $1 million. Currency hedging gains reflected in the income

statement for 2007 amounted to $23 million.

The Group did not enter into any strategic, long-term base metals hedging contracts in the
on coal and gold hedges at 31 December 2007 for contracts maturing in 2008 was $192 n

Consolidated Capital Expenditure
During 2007, Xstrata continued to invest significant capital in initiatives which, while sustai
profile, efficiency and lives of its operations. Sustaining capital expenditure rose to $1.5 bill

period. The unrealised mark-to-market loss

nillion, based on the forward curve at that date.

ning in nature, will further improve the cost

on, incfuding significant expenditure to improve

the safety, environmental performance and efficiency of the former Falconbridge operations.

Expenditure on expansionary growth projects also ramped up in 2007 10 $1.4 billion, as a s
were progressed across every commadity business. Xstrata Nickel's Nickel Rim South mine i
Koniambo project in New Caledonia both incurred substantial expenditure in 2007, Nickel
2009 and the sinking of both the main production and ventilation shafts was completed in

Xstrata Coal continued to invest in its significant portfalio of growth projects in New South

umber of greenfield and brownfield projects
n the Sudbury basin and the major greenfield
im South is due to commence production in
early 2008,

Wiales, Australia including the newly acquired

Anvit Hill project and the Blakefield, Mount Owen and Liddel} expansions. In Queensland, work began on the pre-feasibility study for the

Wandoan project, which will ultimately deliver in excess of 15 million tonnes per annum of
Goedgevonden project is reaching peak expenditure, as production ramps up to 6.7 million
improving the cost profile of the South African coal operations.

export thermal coal. In South Africa, the
tornes of thermal coal annually, further




A truck hauls ore at Lomas Bayas open pit mine, Chile

Capital expenditure summary {excludes deferred stripping expenditure) Pro forma

\earfended Year ended
im R @ 31.12.06
Alloys /| 40
Coat 1450] 235
Copper (425 257
Wickel F281] 162
Aing 211 0] 114
Technalogy 8 1
Unailocated Ll 5
Total Sustaining . 174 55 214
Attributable Sustaining 174 26} 793
Alloys 64} 220
Coal 347 295
Zopper 257
Nickel (422} 294
Zing 158
Technology 9 i
Total Expansionary $ 174177 1,225
Attributable Expansionary 418396 1,127
Alloys 1720 260
Coal 1807 530
Copper b7:2,] 514
Nicke! 47.05] 456
Zin¢ 1504 272
Technology . 81 2
Unallocated R 5
Total area 2,039
Attributable total 215 2] 1,920
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Expenditure at Xstrata Copper will realise a series of near-term brownfield growth projects

at Mount Isa and Ernest Henry in Australia,

Lomas Bayas, Altonorte smelter and Collahuasi in Chife and Antapaccay in Peru. The business continues to advance and prioritise its
industry-leading portfolio of greenfield projects and in this regard, substantial further invelstment was made in Las Bambas, El Morro and
El Pachodn in South America and Tampakan in the Philippines. On 5 December 2007, Xstra'ta Copper and engineering, construction and
project management company Bechtel joined forces in a strategic alliance, which will facilltate the timely and cost effective development

of Xstrata Copper's project pipeline.

The Group also invested in low cost brownfield zinc growth prajects including the further expansion of the zinc-lead concentrator at

Mount Isa and the McArthur River open pit development. Further investment was made i

the Perseverance mine in Canada, where the

development schedule has been accelerated to take advantage of robust zing demand. The project is due 1o commence production in
mid 2008 and will produce 228,000 tonnes per annum of zin¢ concentrate and 35,000 tannes of copper concentrate.

Xstrata Alloys successfully comptleted within budget the Bokamoso pelletising and sintering plant, further development of the Project Lion

ferrochrame smelting complex and the ramp-up of the Mototolo platinum group metals jt'\
Acquisitions and disposals

During the year, Xstrata continued to extend and imgrove its portfolio of assets through ta
core aluminium division, acquired in 2006 as part of the Falconbridge transaction. In addit

int venture.

rgeted acquisitions and the disposal of the non-
on 1o acquisitions of coal assets in New South

Wales, the Group made a significant investment in platinum through the acquisition of Eland Platinum mines and broadened further its
growth portfolio of copper assets by exercising its oplion in the Tampakan project in the Philippines. In early 2008, the acquisitions of
Jubilee Mines, a Western Australian nickel producer and Resource Pacific, a New South Wales coal producer were successfully completed.

Tampakan

In December 2006, Xstrata Copper exercised its option to acquire 62.5% of Sagittarius Mipes Inc, the holder of the Tampakan copper-gold
project in the Philippines, for $47 million. Xstrata Copper assumed management control on 30 March 2007.

Frieda River
In January 2007, Xstrata Copper exercised an option to obtain a 73.7% interest in the Frie
Quings in 3 joint venture with Highlands Pacific (16.4%) and Japan's OMRD (19.9%).

Lucio Condori oversees a project 1o reforest an area close to Collabuasi copper mine, north Chile

Mark Holland, efectrician on the Jongwall at Beltana coal, NSW, Australia

da River copper-gold porphyry in Papua New
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Narama
On 7 August, the Group acquired the remaining 50% interest in the Narama thermal coal mine in Australia from lluka Resources Limited

for $58 million.

Anvil Hill

On 17 October 2007, the Group acquired the Anvil Hill asset from Centennial Coal Company for $468 million. The acquisition of the Anwil
Hill Project will add to Xstrata’s NSW thermal coal portfolio, with the mine plan envisaging preduction of up to 10.5 million tonnes of both
domestic and export grade thermal coal annually over a 20 year pericd.

Austral Coal Limited

On 28 December 2007, the Group completed the acquisition of Austral Coal Limited (Austral), at a total cost of $542 million. Austral owns
the Tahmoor underground coking coal operation in the Southern Coalfields of New South Wales, Australia. The Tahmoor acquisition
contributes significantly to Xstrata's growing coking coal production.

Cumnock Coal Limited
On 10 September 2007, the Group acquired the remaining 16% of Cumnock Coal Limited which it did not previously own, for $22 million
and subsequently sold a 10% joint venture stake in the operation to Itochu Coal Resources Pty Limited on 21 December 2007.

Eland

On 14 Novemnber 2007, the Group acquired 100% of Eland Platinum Holdings Limited (Eland). Eland was previously listed on the
Johannesburg stock exchange and held a 65% interest in Eland Platinum Mines (Pty) Limited which owns the Elandsfontein platinum
project. The Group also acquired an additional 9% interest in the Elandsfontein platinum project increasing the Group’s interest in the
project to 74%. The total cost of the acquisition was $1,113 million.

Jubilee .

On 31 January 2008, Xsteata Nickel declared its AUD3.1 billion ($2.9 billion) takeover offer for Jubilee Mines (Jubilee) unconditional and
its price of AUD23 per share final. Xstrata Nicke! assumed management control of Jubilee on 4 February 2008, establishing Xstrata Nickel
Australasia as a new operating division, On 22 February, Xstrata Nicke! declared an interest of 97% in Jubilee Mines and proceeded to
compulscrily acquire the remainder of the shares.

Resource Pacific

On 5 December 2007, Xstrata Coal announced an unconditional takeover offer for Resource Pacific Holdings Limited (Resource Pacific)

of AUD2 .85 per share. At the same time, Xstrata Coal announced a co-operation agreement with Marubeni Corporation, Resource Pacific’s
largest shareholder, which, combined with the shares it had purchased on market, resulted in Xstrata Coal holding a relevant interest

of 15,56% in Resource Pacific shares. On 8 February 2008, Xstrala Coal increased the offer to AUD3.20 per share, valuing Resource Pacific

at approximately AUD1,082 million ($1,006 milion), and dedared the offer price final. The acquisition was successiully completed on 10 March,

Aluminium assets

On 11 Aprit 2007, Xstrata announced the disposal of Noranda Aluminum, comprising the aluminium assets acquired through the
Falconbridge transaction for a cash consideration of $1,120 million {net of costs and cash disposed) to Apollo Management LP.
The transaction completed on 18 May 2007,
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Dividends

The directors have proposed a 2007 final dividend of 34¢ per share, amounting to $326 million. This amounts to a full year dividend

of 50¢ per share, a 20% increase on the comparable 2006 rights issue-adjusted figure. Th
shareholders on the register at 25 Apsil 2008.

e final dividend will be paid on 16 May to

Dividend dates 2008
Ex-dividend date 23 April
Deadline for return of currency election forms 25 April
Record date 25 April
AGM 6 May
Applicable exchange rate date 9 May
Payment date 16 May

As Xstrata plc is a Swiss tax resident company, the dividend payment will be taxed at sour
partial refund of this tax may be available in certain circumstances.

The final dividend is declared and will be paid in US dollars. Shareholders may elect to rece

e in Switzerland at the rate of 35%. A full or

ive this dividend in Sterling, Euros or Swiss

francs. The Sterling, Euro or Swiss francs amount payable will be determined by reference to the exchange rates applicable to the US dollar

seven days prior to the dividend payment date. Dividends can be paid directly into a UK ba
who elect for their dividend to be paid in Sterling,

Further details regarding tax refunds on dividend payments, together with currency electio
from Xstrata's website (www.xstrata.com) or from the Company’s Registrars.

Share Data
Under IFRS, own shares are deducted from the total issued share capital when calculating

nk or building society account to shareholders

n and dividend mandate forms, are available

8arnings per share. During the year, 6,618,641

shares were disposed of, 291,585 shares were purchased in the market and 4 million shares were issued to the Share Ownership Trust,

(an employees’ share scheme as that term is defined for the purposes of the Companies A
the exercise of employee share options and contingent share awards.

ct 1985 and within its provisions), to service

Share price

Closing price 31.12.06
Closing price 31.12.07
Period high
Period low

Period average

XTA SWX
{SFr)

#5

61.20
81.75
B8.30
52.15
71.29




Darren Romin drills underground a1 Craig Mine, Sudbury

Nickel matte from the Sudbury Smelter, Canada is unloaded at the Nikkehverk
refinery, Norway

Total issued share capital as at 31.12.07

Shares in issue for EPS calculations Number of shares
{0003)

2007
Weighted average for year ended 31.12.07 used for statutory eps calculation 959,549

2006
Weighted average for year ended 31.12.06 used for statutory eps calculation 771,820
Weighted average for year ended 31.12.06 used for pro forma eps calculation 925,406
971,667

Equity Capital Management Programme

Under the equity capital management programme (ECMP), up 1o 10% of the issued capital of Xstrata plc can be purchased in the market
by Batiss Investments, a Guernsey-registered entity owned by a trust and legally independent of the Xstrata Group. During the second half
of 2007, 9,310,000 shares were purchased at an average price of GBP 27.67 per share at a total cost of $518 million.

publidy disclosed major shareholders - Qualerad] % of ordinary

ordinarylshares! ST EUE I
Name of shareholder [0 1§50150/¢ach) capitat
Glencore International AG W833520,1033 3] 34.44
Legal & General Group plc SRS 306




N\
McArthur River Children from \\
the Borroloola community near
to the McaArthur River zinc-lead
mine, Northern Terrnitory, Australia




L. Xstrata Alloys EBIT rose by 66% in 2007, boosted by higher volumes and
sales prices for ferrochrome and platinum, partly offset by vanadium prices,
which were down from record levels in 2006. Real unit cost savings of

$44 million were achieved, largely due ta improved productivity at the
ferrochrome operations as production was ramped up to respond to higher demand.

improved efficiencies partially offset the impact of CPI and mining sector inflation.

Chrome

Revanue for 2007 was 42% higher

than in 2006, predominantly driven

by robust global demand for ferrochrome
and consequent higher average prices.
Attributable saleable production of

1.2 million tonnes of ferrochrome

was 27% higher than in the previous
year as all previously idled furnaces were
brought back into preduction.

EBIT more than doubled to $266 miltion,
due to higher average prices and good
cost control, in an environment of high
mining sector inflation. Increased
production volumes positively impacted
fixed costs and offset increases in higher
vanable costs resulting from higher energy
and coke costs as well as ore purchased
from third parties.

To meet increased demand from the
smalters in 2007, chromite ore production
was increased at the Thorncliffe, Helena )
and Waterval mines with the opencast

reserves at Bashoek being developed
toward the end of the year, UG2 chrome
ore recovery plants at Eastern Platinum
Mines and Mototolo Platinum were
commissioned in 2007, providing a source
of low cost UG2 chrome ore.

The commissioning of the Bokamoso
pelletising plant, the largest chrome ore
pelletising and sintering operation in the
world, was successfully completed within
budget in the second half of the year.
The plant provides additional agglomeration
capacity to enable all ore fines from the
chrome mining operations, including UG2
chrome ore recovered from PGM mining,
to be agglomerated and consumed by
the smelters on the Western Limb, The
Bokamoso plant is expected to reduce
operating costs whilst improving
environmental performance and
operational flexibility.
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All submissions to the Oepartment of
Mineral and Energy for New Order
Prospecting Rights, New Crder Mining
Rights and conversions have been
completed. To date, all applications for
New Order Mining and Prospecting Rights
including 50% of Mining Right conversion
applications have been granted by the
Minister of Minerals and Energy.

EBIT Variances $m
EBIT 31.12.06 234
Sales price* 192

YYolumes 51

Unit cost - real 44
Unit cost - CPlinflation {40)
Unit cost — mining inflation {49}
I7nit cost - foreign exchange 18
Other income and expenses {29)
Depreciation and amortisation {excluding foreign exchange} {32)
EBIT 31.12.07 389

*Ne1 of commodity price linked costs
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- -
Financial and Operating Data SEpEd [ Year ended
$m 3200 31.12.06
Chrome %ﬁ 2
Revenue b 1064 748
EBITDA e 141
Depreciation and amortisation ST (4 (23)
EBIT PR 2 118
Share of Group EBIT R 370 1.5%
Capital employed %{ 958 902
Return on capital employed* 5 & 12.6%
Capital expenditure T LS 197
Sustaining 36
Expansionary 161
indicative average published price {¢Ab)
{Metal Bulletin} 6
Vanadium g
Revenue . 159 199
EBITDA B m
Depreciation and amortisation . {6)
EBIT ® 105
Share of Group EBIT ,»;'i o755 1.3%
Capital employed f\‘ g 134 145
Return on capilal employed* R4 €9.5%
Capital expenditure b 5
Sustaining & 4
Expansionary ‘ !
Indicative average published prices
V205 ($4b) (Metal Bulletin) 79
Ferrovanadium (Wkg V) {Metal Bulletin) 385
Platinum
Revenue 12
EBITDA 1"
Depreciation and amortisation -
EBIT 1"
Share of Group EBIT 0.1%
Capital employed N
Return on capital employed* -
Capita! expenditure 58
Sustaining -
Expansionary 58
Average LBM PGM prices ($/07)
Platinum 1,142
Palladium 320
Gold 605
Rhodium 4,470

"ROCE % based on average exchange rates for the year




Vanadium

Revenue decreased by 20% to $159
million while EBIT decreased by 39%

10 $64 million as volumes came under
pressure due to production problems and
a shortage of vanadium-rich spinel during
the second half of the year. Vanadium
penloxide and ferrovanadium production
volumes declined by approximately 13%
compared to 2006.

Platinum Group Metals

Revanue ior 2007 rose significantly, driven
by higher prices resulting from continued
robust global demand for platinum group
metals and reflecting the first full year of
production from the Mototolo joint
venture which commenced production in
the final quarter of 2006.

Consequently, attributable production
levels increased 1o 83,180 cunces in 2007
from 9,680 ounces in 2006. Development
of the on-reef decline dusters has
progressed with sufficient mine face-length
exposed to sustain steady state production
of 200,000 tonnes per month. Production
is continuing to ramp up and is expected
to reach steady state production in the first
quarter of 2008. The 200,000 tonnes per

month MF2 concentrator is performing
according to design.

Xstrata's acquisition of Eland Platinum

was completed on 14 November 2007
and has provided immediate access to

the operational Elandsfontein concentrator
and open cast ming, in addition to access
to significant further growth opportunities.
Miiling cammenced in December with the
commissioning of the concentrator. First
concentrate was delivered during the
same maonth.

Developments

Chrome

The Lion smelter experienced a slower
than expected production ramp up in
2007, largely due to equipment failure
and the lack of readily available critical
skills, Furnace components are currently
on order to improve furnace availability
and additional engineering and

* operational staff have been allocated

to the operation.

Furnace shutdowns required to implement
improvements will take place during the
second quarter of 2008, after which the
ptant is expected to produce at design
capacity on a sustainable basis.

_ Eric Sekarsi, spiral attendant at Xsuata Alloys’ Kroondal mine, South Africa
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The Bokamoso pelletising plant was
commissioned on schedule and within
budget. By December, production at this
plant had already achieved 80% of design
capacity a1 production costs well below
budget. Improvements to the raw material
loading and final product handling
systems are being instailed and should be
completed by the end of the first quarter
of 2008. The plant is on track to attain
full operating capacity of some 1.2 million
tonnes per annum by the end of the first
quarter of 2008. )

Sizo primary schodl in Lydenburg is supported by Xstrata Alloys
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Summary Production Data

STYE Statutory
ended Year ended
075 31.12.06

Attributable saleable production
Ferrochrome (ki)
Vanadium
V205 {k ibs)
Ferrovanadiurn (k kg)
Platinum group metals (02)
Platinum
Palladium
Gold

Rhodium

5% 959

708 21.651
32,2800 4,907

699 5,428

E 27,1368 3,249
N -
9N 920

Vanadium

Agreements are in the process of being
finalised to give effect to the commercial
terms of the Black Economic
Empowermeni (BEE) transaction agreed
with the Bakwena Ba Mogopa Traditiona
Community during 2006, following
changes in the Bakwena Ba Mogopa
chieftainship. It is anticipated that the
outstanding conditions precedent will be
satisfied within the next few months,
including South African Revenue Service
taxation rulings, regulatory and statutory
consents from the Minister of Land Affair
and the Minister of Minerals and Energy.

Platinum
Eland Platinum was successfully integrated
into Xstrata Alloys by the end of 2007,
The opencast operation is producing

approximately 200,000 tonnes or ore per
month from two box cuts with a mine life
of three years for these two pits.

The sinking of two dedine systems will
commence during the first half of 2008
in order to enable underground mining to
commence, thereby sustaining production
levels once ore from the opencast
operation is depleted.

The Elandsfontein operation has the
potential to increase production levels to
around 450,000 tonnes of ore per month,
which at full production equates to cutput
of around 600,000 ounces of PGMs.
Project work to install the required capacity
will commence early in 2008, as well as an
extensive exploration programme. Mine
life at current production levels is projected
to be 50 years.

In early 2008, Xstrata Alloys agreed

to acquire New Order Prospecting

rights from Nkwe Platinum Limited for
$12 million in respect of three properties
situated adjacent to Xstrata's
Elandsfontein mine in the Western Limb
of the Bushveld Complex and lie up-dip
from a further property acquired through
Xstrata’s acquisition of Eland Ptatinum.
These properties constitute a natural
extension to existing opencast mining

at Elandsfontein.




A strong operational performance in 2007 boosted production volurnes
by 8% over pro forma 2006 results. The main ¢ontributors to increased
volumes were record production from the South African and Colombian
operations, additional coking coal production from the new Wollombi

pit at Newlands and significant productivity gains at Oaky Creek. The acquisition of the
remaining 50% of ATC/ATCOM from Total Coal South Africa (TCSA) and the remaining
50% of Narama also contributed to the result. Sales valumes over the same period
impraved by 6% despite the impact of infrastructure bottlenecks in Australia, contributing

$50 million to EBIT in 2007.

Stronger realised export thermal prices in
both the Pacific and Atantic markets, partly
ofisel by lower average coking coal prices,
contributed $114 million to EBIT. The
impact of the stronger Australian dollar
against the US dollar more than offset the
beneficial impact of higher prices, trimming
operaling profits by over $200 miflion
compared to the previous year.

Ongoing constraints to the Australian coal
chain at both major ports hindered sales
grewth and resulted in record levels of
demurrage expenses, negatively impacting
EBIT by $112 million in 2007, up by

$58 million gver 2006 levels. Xstrata

Coal continues to take a leading role in
working with state governments and the
industry to improve the existing vessel

queue management systems and achieve
3 sustainable long-term solution.

After stripping out the impact of coal
mining sector inflation, CP, demurrage and
other one-off items, real unit cost savings
of $77 million year on year were achieved,
primarity from improved preductivity at the
South African operations and the
Australian coking coal business.

Increased depreciation and amartisation
charges of $90 million are due
predominantly to the commencement

of amortisation of the Richards Bay Coal
Terminal export entitlement right in South
Alrica, combined with additional
depreciation associated with the
ATC/ATCOM and Narama acquisitions.
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Overall, Xstrata Coal EBIT declined by
26% to $690 miflion, reflecting the
impact of mining secter and CPt inflation,
demurrage costs and amortisation
compounded by the strength cf the
Australian dollar, which outweighed the
higher received prices and volumes.

Australian thermal coal

Saleable production from the Australian
thermal coal operations increased by 1%
to 41.4 million tonnes, with growth from
the Rolleston mine in Queensland more
than offsetting the planned reduction in
thermal coal volumes from the Newlands-
Collinsville-Abbot Point (NCA)} complex.
Despite increased production, sales
volumes were restricted due to reduced
export volumes through the Hunter
Valley coal chain which fell by 3% to
40.5 million tonnes.

Operating costs in 2007 were negatively
impacted by $82 million in demurrage
expenses, $41 million higher than in
2006. This was compounded by the cost
impact of lost production in June due 0
severe weather conditions in the Hunter
Valley and geological issues at Newlands

EBIT Variances $m
EBIT 31.12,06 {pro forma} 937
Sales price* 114
Votumes 50
Unit cost — real 77
Unit cost - CP! inflation (99
Unit cost — mining inflation (34)
Unit cost - foreign exchange (202)
Foreign currency hedging 35
Demurrage (58)
Other income and expenses (33}
Depreciation and amortisation {excluding foreign exchange) (90)
Acquisition {7
EBIT 31.12.07 (statutory) 690

*Net of commedity price linked costs
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Northern Underground. After adjusting
for demurrage and other one-off costs,
real local unit costs remained flat year-on-
year due predominantly to increased
produdtion from the low cost Rolleston
mine and ramg uyp of production from
the new Ulan longwall.

Average received export therma! coal
prices increased by 10% on the prior year

10 $51 per tonne and largely offset the
impact of reduced sales volumes and
increased cost pressures. The largest
impact on EBIT came from the
appreciation of the Australian dollar,
which has strengthened by 11% over
the prior year, leading EBIT from the
Australian thermal coal operations to
decline by 36% to $277 million.

Australian coking coal

Coking coal production increased by 21%
to 6.8 million tonnes over the prior year,
resulting from the commencement of
preduction from the Newlands Wollombi

pit and productivity improvernents at Qaky

Creek following the installation of the
new longwall and more favourable
geological conditions. Higher production
was achieved despite the planned closure
of the Qaky Creek open cut operation.

Summary Production Data 0 Pro forma®
ended Year ended
{million tonnes) ‘ 0 31.12.06
Total consolidated production i ‘ 76.5
Total thermal coal z 65.6
Coking Australia : B S.6
Semi-soft Australia foda. 6% 53
Sales Data Pro forma
Year ended
{million tonnes) 31.12.06
Consolidated Australian sales total 47.3
Coking export 5.4
Semi-soft coking export 5.3
Thermal export 29.0
Domestic 16
Consolidated South African sales total 20.3
Thermal export 13.2
Thermal domestic 71
Consolidated Americas sales total 9.2
Attributable Australian sales total 44.4
Coking export 54
Semi-soft coking export 49
Thermal export 268
Domestic 73
Attributable South African sales total 174
Thermal export 11.2
Thermal domestic 6.2
Average recelved export FOB coal price ($/tonne)
Coking Australia 11.2
Semi-soft coking Australia 68.0
Thermal Australia 46.4
Thermal South Africa 458
Thermal Americas 493




Coal stacker reclaimer at Cerrejon port, Colombia

Sales volumes increased by 11% to

6 million tonnes, predominantly from the
NCA complex as new caking production
came on stream from Wollombi. Further
growth was constrained by a lack of port
and rail capacity for Qaky Creek exports
through Dalrymple Bay. The acquisition of
Tahmoor in October contributed 257,000
tonnes of hard caking coal.

After exduding the impact of demurrage,
rezl local unit costs decreased by 9%
against the prior year due to productivity
gains at Oaky North resulting from new
longwall equipment, and new lower cost
production from Wollombi.

Censtraints at the Dalrympte Bay coal
terminal failed 1o dissipate throughout

the year, with the queue at year end
exiending to 45 vessels, and demurrage
costs impacting EBIT by $27 million,

$14 million higher than in the previous year.

Despite improvements to both real unit
costs and volumes, EBIT from Australian
coking operations dedlined by 43% due
1o ongoing inflation, demurrage, a 12%
decrease in average coking prices at

$98 per tonne, reflecting the lower 2007
Japanese financial year benchmark, and
the strength of the Australian dollar.

Dawid Bryan, CHPP operator, Newlands coat ming, Queensiand, Australia

South Africa

Production from the South African
operations increased by 20% over the
prior year to 24.7 million tonnes, due
predominantly to the acquisition of the
remaining 50% of ATC/ATCOM and
commencement of production from
5-Seam open cut operations, Export sales
volumes increased by 4% to 13.7 million
tonnes in line with port entitlement, while
domestic sales volumes increased by 58%
to 11.2 million tonnes, buoyed by local
demand for power station coal as well as
an additional 1.8 million tonnes sold free
on rail to TCSA each year {ending in 2009)
under the ATC/ATCOM acquisition
agreement.

After excluding the impact of coal mining
sector inflation, real unit costs improved
by 7% year on year. Real cost savings
were achieved through the introduction
of lower cost production at Goedgevonden
and 5 Seam open cut and a continued
focus on efficiencies, with Xstrata Coal
underground ¢oal mining productivities
now setting the benchmark for the South
African industry.

In the Atlantic market, export thermal
prices of $52 per tonne were achieved
fromn South Africa, a 13% increase over
the prior year. Stronger prices, together

with increased volumes and real unit cost
savings more than offset the impact of
coat mining sector inflation and higher
non-cash ¢osts resulting from amortisation
of the RBCT export entitlement and the
ATC/ATCOM transaction. As a result, ESIT
1ose by 11% over the previous year 10
$109 million.

Americas

Xstrata Coal’s share of production from
Cerrejon increased by 4% over the prior
year on an attributable basis to 9.9 million
tonnes, resulting from improved
productivities following the delivery of
new fleet equipment as part of the
expansion to 32 million tonnes per
annum. Sales volumes increased by 8%

to 9.9 million tonnes over the same period,
despite the loss of three weeks of loading
capacity due to critical ship loader repairs.
Average received export prices rose by 6%
compared to 2006 to $52 per tonne.

Unit cost performance also improved in
the second half in line with improved
productivity. After exdluding the impact of
coal mining sector inflation, appreciation
of the Colombian peso and $3 million in
demurrage, Cerrején reduced real unit
costs by 3% over the prior year.
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Financial and Operating Data

im

Revenue: operations'
Coking Australia
Thermal Australia
Thermal South Africa
Thermal Americas

Revenue: other
Thermal Australia
Thermat South Africa

Total revenue
Coking Australia
Thermal Australia
Thermal South Africa
Thermal Americas

e

R

303G - el Aok

At

EBITDA

Coking Australia
Thermal Australia
Thermal South Africa
Thermal Americas

Depreciation and amortisation
Coking Australia

Thermal Australia

Thermal South Africa

Therma) Americas

EBIT

Coking Australia
Thermal Australia
Thermal South Africa
Thermal Americas

Capital employed
Australia

South Africa
Americas

Share of Group E8IT
Australia

South Africa

Americas

Return on capital employed*
Australia

South Africa

Americas

:
73

L}

Capital expenditure
Australia

South Africa
Americas

Sustaining
Expansionary

“ROCE % based on average exchange rates for the year
* *Pro forma including Cerrejon acquisition from 01.01.06
tincirdes purchased coal for blending with mine production

e i o4 R

A

Pro forma~
Year ended
31.12.06

3,626
598
1,887

453
i3




Overall the Americas contributed $161
million to EBIT in 2007, a 5% increase
on the previous year. This increase is
predominantly attributable to increased
volumes and higher prices which offset
the impact of inflationary pressures and
the strength of the Colombian peso.

Developments

Australia

The acceleration of Xstrata Coal's project

portfolio was underpinned by capital

expenditure of 3489 million in 2007.

Key items of expenditure included:

m Continued progress on the new
Blakefield South mine, a completely
new underground longwall operation
that will replace production from the
Beltana mine from 2010

¥ Expenditure on the Mount Owen
expansion involving a new, third
washery modute to allow the Glendedl
reserves 10 be developed

w Replacement of the longwall at Oaky
North, with just six months between
order and on-site delivery, avoiding
disruption

® Incremental expansions of the Liddell
and Mount Owen complexes,
including a washery upgrade and
a new, third washery module
respectively. These initiatives will
substantially increase output by
up to 5 million tonnes per annum.

Xstrata Coal purchased its joint venture
partner lluka Resources’ 50% interest in
the Narama thermal coal mine, located in
the Hunter Valley of New South Wales for
approximately $58 million in August. The
transaction enabled Xstrata Coal to create
value from the further consolidation of its
interests in the Hunter Valley. Narama
produce approximately 2.5 million tonnes
of domestic thermal coal per annum.

In August the shareholders of Cumnock
Coal Limited approved a proposal to
reduce Cumnock’s share capital whereby
it became a wholly-owned subsidiary of
Xstrata Coal for a total consideration of
$19 million. On 21 December the Group
sold a 10% joint venture stake in
Cumnock Coal for $7 million.

In October, Xstrata Coal purchased the
Anvit Hill Project from Centennial for
$468 million. Anvil Hill is located in the
Upper Hunter Valley with the mine plan
envisaging production of up to 10.5
million tonnes (ROM) of both domestic
and export grade thermal coal. This
project adds significantly to Xsirata Coal's
New South Wates thermal coal portfolio
and will be developed in full accordance
with Xstrata's industry-leading operational
and sustainable development standards.

In October, Xstrata Coal acquired 86%
of Austral Coal and obtained control.

By 21 December, Xstrata completed the
acquisition of the remaining shares.

The total cost of these purchases was
$542 million. Austral owns and operates
Tahmoor, an underground longwall hard
coking coal operation in the southern
coalfields of New South Wales,
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with targeted annual saleable annual
preduction of 2.3 million tonnes.Tahmoor
exports its ¢oal via Port Kembla, near
Wollongong, which is currently one of the
few unconstrained ports in Australia.

In December, Xstrata Coal announced an
unconditional takeover offer for Resource
Pacific Holdings Limited (Resource Pacific)
together with a co-operation agreement
with Marubeni Corporation, Resource
Pacific’s largest shareholder, which,
combined with the shares it had
purchased on market, resulted in Xstrata
Coal holding a relevant interest of
15.56% in Resource Pacific shares,
Following the acquisition of over 94%

of the issued shares, Xstrata Coat
commenced the compulsory acquisition
of the remaining share capital on 4 March,

Construction of a railway crassing for the
new Goedgevonden coal mine, South Afrca




64 | Xstrata plc Annual Reporl 2007

Operating Review | Coal

Breanna Heuston, operator at Bulga coal mine,
NSW. Australia

Phil English, environmental manager and Jamie
Lees, approvals ¢o-ordinator at Ulan coal mine,
NSW, Australia

Pre-feasibility studies for the Wandoan
project are continuing. The coal resource
identified comprises over 1 billion tonnes|
of export quality coal in the Surat Basin.

South Africa

Capital expenditure at the South African
coal operations totalled $231 million and
was primarily related to the development
of the Goedgevonden open cut coal mine,
a joint venture with ARM Coal. This major,
large-scate greenfield project was
announced in July 2007 and at full
capacity will produce 3.1 million tonnes
per annum of export thermal coal,

3.6 million tonnes per annum for the
domestic thermal markets with an
expacted mine life of in excess of 30
years. The mine is located in the Witbank
coalfield, in the Mpumalanga province.

The new mine has progressed well and is
one of the first major new coal operations
1o have been awarded new order mining

rights, together with 3.2 million tonnes
per annum of export entitlement through
RBCT. The scoping design for the coal
preparation plant has also been completed.

Americas

At Cerrején Coal in Colombia, the
expansion to 32 million tonnes per annum
continued to progress. Due to delays in
equipment deliveries, a production rate
of 32 million tonnes per annum is now
anticipated by mid 2008, with a full year
at this rate expected by 2009. The pre-
feasibility study for the next expansion to
annual capacity of over 40 miiltion tonnes
by 2011 is expected to be completed by
the second quarter of 2008,

Pre-feasibility studies continued at the
Donkin project in Nova Scotia, Canada
during the year. Further resource driling
is commencing in January 2008 and the
pre-feasibility studies are expected to be
completed in the final quanter of 2008.




Xswrata Copper produced marginally less than one miflion tonnes of copper

i
XC U4 during 2007, 2% lower than the previous year, while payable mined copper
Cl,:,ppe, sales increased marginally to 968,000 tonnes for 2007. An expected surge in

of the year.

Real unit cost savings of $68 million were
achieved due 10 operational efficiencies,
most markedly at Minera Alumbrera and
the Australian operations, the divestment
of the end of life Canadian recycling
opserations and synergies from the
restructuring of corporate functions in
Toronto and resultant cost savings at
Xstrata Copper Canada. These operating
cost reductions more than offset the
earnings impact of lower head grades at
Mount Ika and Minera Alumbrera, which
in total increased costs by a total of

$47 million compared to the previous
year. Average cash costs (C1} remained in
the second quartile at 56.9¢ per pound,
compared to 56.7¢ per pound in 2006.

Financial performance was impacted by

a number of external factors most notably
a weaker US dollar and ongoing hyper-
inflationary increases related to materials,
consumables and energy. Lower production

second half production and sales performance delivered improvements of
20% and 18% respectively, compensating for the lower performance in the first six months

and sales volumes of by-products (zinc,
molybdenum) resulted in a lower EBIT
contribution compared to the prior period.

The impact of provisional price settlements
on the realised copper price for 2007 was
to reduce earnings by $100 millien
compared to the impact of provisional
price settlements in 2006. As at

31 December 2007, provisionally priced
safes amounted to 272,000 tonnes to be
settled in 2008.

Argentina

Revenue at Minera Alumbrera decreased
by 4% 10 $1.4 billien in 2007 compared
to the previous year due to reduced gold
head grades and lower realised copper
prices, as a resutt of the impact of
provisional price revaluations on
comparative 2006 prices. EBIT decreased
by 28% to $660 million, reflecting lower
revenues, higher ocean freight costs,
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mining cost inflation and the
commencement of the first full year of
20% net proceeds profit share payments
to Alumbrera’s partner Yacimientos
Mineros de Agua de Dienisio (YMAD).
Copper-in-concentrate production was
slightly higher than the previous year at
180,200 tonnes, while gold production
was 4% lower at 615,200 ounces,
affected by lower head grades.

Copper-in-concentrate sales volumes were
2% higher over the prior period, with
sustained production levels further assisted
by a carry-over of sales from 2006.

Australia

Revenue from the North Queensland
division rose 22% in 2007 to $2 billion as
a result of higher refined copper sales and
strong copper prices. EBIT increased by
7% to $1 villion in 2007, due to improved
sales volumes.

The North Queenstand mining operations,
comprising the Ernest Henry and Mount
Isa mines, produced 268,400 tonnes of
copper-in-concentrate, a decrease of 3%
over 2006. Lower head grades at Mount
1sa reduced preduction by 9% compared

EBIT Variances $m
EBIT 31.12.06 {pro forma) 4,528
Sales price* 22
Volumes (108}
Unit cost - real 68
Unit cost - CPi inflation (61}
Unit cost - mining inflation (86)
Unit cost — foreign exchange (155)
Corporate social involvement (12)
Other income and expenses {69)
Depreciation and amortisation {excluding foreign exchange) 36
EBIT 31.12.07 (staiutory) 4,163

*Net of commaodity price linked costs
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fFinancial and Operating Data

Revenue
Argentina
Afumbrera
Australia
North Queenstand
Canada*
Chile
Collahupasitt
North Chile
Peru
Antamina®
Tintaya

Marketing, trading & other

EBITDA
Argentina
Alumbrera
Australia
North Queensland
Canada*
Chile
Collahuasitt
North Chile
Peru
Antamina®
Tintaya

Marketing, trading & other

Argentina
Alumbrera
Australia
North Queensland
Canada*
Chile
Collahuasi'?
Narth Chile
Peru
Antamina®
Tintaya

Depreciation & amortisation

o

Statutory .

_ Year ended °

311207

12,794
1.401

1,991
4,755

1,384
1,456 -

885
785 -
137

4,987

756

Pro formd™
Year ended
31.12.06

12,508
1,457

1,635
4,560

1,320
1,780

989
735
32

5,399
1.017

1,089
S61

9b6
430

796
508
32

{871)
(102)

{119)
(130)

(234)
{79)

{109)
(98)
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Financial and Operating Data (continued) Proforma
Year ended
$m 31.12.06
EBIT 4,528
Argentina
Alumbrera 815
Australia
North Queensland 970
Canada* 431
Chile
Collahuasit 732
Morth Chile 35
Peru
Antamina® 687
Tintaya 410
tAarketing, trading & other 32
Share of Group EBIT 55.7%
Argentina
Alumbrera 11.3%
Australia
North Queensland 11.9%
Canada* 5.3%
Chile
Zollahuasitt 9.0%
North Chile 4.3%
Peru
Antamina# 8.5%
Tintaya 5.0%
Marketing & trading 0.4%
Capital employed*** 14,349
Return on capital employed? 34.4%
Capital Expenditure 514
Argentina 35
Australia 180
Canada* 128
Chile
Collzhuasi 26
North Chile 88
Peru
Antaminat 8
Tintaya and others 29
Sustaining 257
Expansionary 257

*Canada includes Xstrata Recyding that operates businesses in Canada, the United States and Asia
**Pro forma including Tintaya and Falconbridge acquisitions from 01.01.06
**=includes goodwill altocatian on acquisition of Falconbridge
tROCE % based on average exchange rates for the year and excludes Falconbridge goodwill allocated
ttXstrata’s 44% share of Collahuasi

$Xstrata Copper’s pro rata share of Xstrata's 33.75% interest in Antamina. Xsuata Copper's share is determined by accounting for all praduct revenue, exduding zine,

offset by its pro raia share of cosis which is determined on the basis of revenue earned as outtined above,




Port operations at Callahuasi mine, narth Chile

Local woemen weave as part of a handicraft
enterprise development programme at
Las Bambas <opper project, Peru

to 20086, largely offset by higher mining
tonnes and improved head grades at
Ernest Henry where production increased
by 14% year-on-year.

The Mount Isa smelter increased output
by 2% 10 217,900 1onnes and the
Townsville refinery saw production
increase by 11% 1o 232,000 tonnes

compared to 2006. The expansion projects

to increase capacity at the smelter 1o
300,000 tonnes per annum were fargely
complete by year end and the expanded
refinery capacity enabled ancde from
Xstrata Copper’s Altonorte metallurgical
facility in Chile to be refined at Townsville
during the fourth quarter.

Canada

Higher sales volumes and robust copper
and gold prices increased revenues by 4%
to $4.8 billion at the Canadian operations
in 2007, EBIT decreased by 41% to $256
million compared to 2006 due to lower
margins on custom metal purchases

resulting from lower treatment, refining
and price participation rates, the impact
of mining sector cost inflation, lower zinc

by-produrct sales and a stronger Canadian

dollar. These unfavourable impacts were
partially offset by lower total operating
costs due 10 the sale of the end of life
recycling plants, fower post acquisition
corporate ¢osts and lower mine
depreciation resulting from reduced
production at Kidd Mine.

Copper-in-concentrate preduction from
Kidd Mine was 8% lower than in 2006
due to lower throughput caused by
difficult mining conditions, partially
offset by higher head grades. Zinc-in-
concentrate production was 18% lower
campared to the previous year due to
lower throughput and head grades.
Throughput at the Kidd smelter increased
by 7% compared to 2006 as a result of
shorter shutdowns in 2007 and higher
hourly processing rates. The Kidd copper
refinery produced 127,800 tonnes of
cathode, a simitar result to 2006.

The Horne smelter processed 796,600
tonnes of feed in 2007, 6% less than the
corresponding period in 2006 as a result

of an unplanned two-week shutdown to
repair the main 502 blower drive and a
reduction in output related to the strike
at CCR. As a result, anode production
dropped 4% to 177,300 tonnes. The
volume of recycled feeds procured by
Xstrata Recycling for processing at the
Horne smelter was up by 26% to
120,000 tonnes. Greater supply and less
competition from Asia boosted volumes.

The CCR refinery produced 319,600 tonnes
of copper cathodes, 13% lower than 2006,
largely due to the strike that began on

11 June and concluded on 24 july with

the signing of a new labour agreement,

Chile

Collahuasi

Xstrata's 44% share in the Collahuasi
mine in northern Chile’s Tarapaca Region
generated EBIT of $894 million, 22%
higher than in the previous year, due

to improved metal prices, higher sales
volumes and a strong operating
performance.

Xstrata's share of copper production
rose by 3% to 198,900 tonnes in 2007
compared to the previous year due o a
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Sales Valumes Statulory, Pro forma]
Year ended
$m 11432107 31.12.06
Argentina - Alumbrera
Copper in concentrate (t) intes-company (payable metal) 97636} 11,724
Copper in concentrate (1) third-parties (payable metal) B 1631590] 158,522
Total copper (t) (payable metal) 17,3822 6] 170,246
Gold in concentrate (0z) inter-company (payable metal) 36,830
Gold in concentrate (oz) third-parties (payable metal) 4871624 502,235
Gold in doré (oz) third-parties (payable metal) 123184 5] 80,114
Tota! gold {oz) (payable metal) 45921325 619,179
Austratia - North Queensland
Refined copper - mined copper (t) 2208166} 208,859
Refined copper - third party sourced (1) %98 -
Copper in concentrate (t) (payable metal) 4378377 37,057
Other products (t} (payable metah 8868 5,870
Total copper (t} (payable metal) b2.7:7%5,1 6] 251,786
Gold in concentrate and slimes (oz) (payable metal} 41:36%7.00] 82,4
Canada
Refined copper — mined copper {1} 145195 3] 47,517
Refined copper - inter-company sourced (1) 11361094 165,437
Refined copper — third party sourced {1} AYED 273,596
Other products inter-company {t) (payable metal} 28294 13.516
Other products third-parties {t} (payable metal) }34%706) 3412
Total copper (t) (payable metal) 503,478
Zinc in concentrate {t) third-parties (payable metal) 70,312
Gold in toncentrate and slimes (0z) (payable metal) 8367435 774,000
Chile - Collahuasi*
Copper in concentrate {1) inter-company (payable metal) 136330 31 40,184
Copper in concentrate {t) third-parties {payable metal) \1:3,1192,1 121,585
Copper cathode (1) {payable metai) b25%8904] 26,995
Total copper (t} (payable metal) eEn 188,764
Chile - Lomas Bayas and Altonorte
Copper cathode (1) {payabte meta) 61,931
Lopper anode - inter-company (payable metal) 1191096 79620
Copper anode - third-parties {payable metal) 41545700 215,590
Total copper () (payable metal) 33815 30] 357,141
Gald in anodes (oz) (payable metal) b34%47:21 23,263
Peru - Antamina Copper?®
Copper in concentrate {1) intercompany (payable metal) 277 00,)) 32,575
Copper in concentrate {t) third-parties {payable metal} 701351} 92,714
Total copper (t) (payable metal) 1106%352] 125,289
Peru - Tintaya
Copper in concentrate (1) third-parties {payable metal) 817418 77.040
Copper cathode (1) {payable metal) 36103} 37.446
Total copper {t) (payable metal) \t-77440] 114,486
Gold in concentrate and slimes (oz) (payable metal) 321881 35,763
Mined copper sales (1) {payable metal) 1968%1.55] 960,019
Customn copper sales (t) (payable metal} 7484738 751,17
Inter-company copper sales () {payable metal) CEREED| (177.619)
Total copper sales {t) (payable metal) 1F496156 3 1,533,571
Total gold sates {oz) (payable metal) 176057047 1,498,089
Average LME copper cash price ($/tonne) 174139] 6,740
Average LBM gold price ($/02) 169 599

*Xstrata's 44% share of Collahuasi

**Pro torma incuding Tintaya and Falconbridge acquisitions from 01.01.06
1100% comsolidated figures $Xstrata Copper's pro rata share of Xstratay 33.75% interest in Antamina
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10% increase in copper head grade and

a 6% increase in ore milled that offset the
46-day shutdown of Collahuasi’s main
SAG mill in the first quarter to replace the
stator. As a result of increased production,
sales volurnes attributable to Xstrata rose
by 3% to 194,100 tonnes in 2007
compared to the previous period.

Altonorte and Lomas Bayas

Lower treatment charges at the Altonorte
smelter and the strengthening of the
Chilean peso against the US dollar
impacted EBIT at the North Chilean
operations, which was 21% lower than

in 2006 at $278 million. Increased energy
costs in northern Chile due to Argentine
gas supply shortages, lower copper grades
at Lomas Bayas open pit mine and mining
sector inffation also impacted EBIT,
offsetting higher copper prices.

Cathode production at Lomas Bayas was
5% lower than the previous year mainly
due to reduced head grades and
interruptions due to earthquakes in the
final quarter. Despite higher throughput,
custom anode production at Altonorte
decreased by 3% due to lower copper
grades in concentrates received.

Peru

Antamina

Xstrata's 33.75% attributable share
of Antamina's financia! performance

is divided between Xstrata Copper and
Xstrata Zinc on the basis of sales revenue.
A higher proportion of copper-zinc ores
was mined at Antamina in 2007,
compared to greater volumes of copper-
only ores in 2006, resulting in lower
overall copper and higher overall zing
production. Unplanned maintenance
issues with the SAG mill's electrical motor
resulted in a total of 14 days shutdown in
the fourth quarter.

As a resull, Xstrata Copper’s share of
Antamina revenue decreased by 11%
to $885 million and EBIT declined by
19% to $555 million in 2007 compared
to the previous year. Equity copper-in-
concentrate production fell by 14% to
111,300 tonnes and equity molybdenum
production also declined by 19% to 2,154
tonnes due to lower copper-molybdenum
ore throughput and reduced recoveries,
offset by slightly higher head grades. Sales
volumes of both copper and molybdenum
metal were consequently 15% and 13%
lower respectively compared to 2006.

Concentrator throughput increased by 3%
compared to the prior pericd as a result
of enhancements to the grinding circuit
and the initial benefits realised from the
impact of the mine-to-mill programme

which improved ore fragmentation in the
harder copper-zinc feeds.

Tintaya

Revenue increased by 7% to $785 million
and EBIT by 4% to 3427 million in 2007
al Tintaya compared with 2006 as a result
of higher commodity prices and a strong
operational performance.

Higher mill and oxide plant throughputs
were achieved through improvement
initiatives such as the replacernent of a
secondary crusher in the flotation plant,
and productivity improvements of the
crusher circuit at the leaching plant. Total
copper production increased by 4% o0
119,800 tonnes and total copper sales by
3% to 117,400 tonnes compared to 2006.

Copper-in-concentrate production was
7% higher at 83,800 tonnes, partly due
to a 7% increase in sulphide ore grades
and improved mining rates due to
additional mobile equipment purchases
and pit phase aptimisation,

Copper cathode production from the
SX/EW plant was 2% lower at 36,000
tonnes due to a 15% decrease in head
grade compared 10 2006 and difficulties
in sourcing sulphuric acid during the first
quarter which impacted recoveries. Gold-
in-concentrate production reduced by 3%
to 38,800 ounces, mainly due to lower
recoveries.

Summary Production Data

Bty

: e}
© Statutory’

: 10 forma™,
Year ended Year ended

.07, 31.12.06

Total mined copper (t) (contained metal)
Total mined gold (oz) {contained metal)
Total copper cathode (1}

986,663 [RIIRIER
177,257 - R X 3E]
LRIl £32,768

Consolidated C1 cash cast - post by-product credits (US¢/Ab)

56.9; 56.7




Developments

Project Development

In December 2007 Xstrata Copper and
mining consultants Bechtel signed an
innovative long-term strategic alliance
under which Bechtel will provide
engineering, procurement and
construction services for the development
of Ystrata Copper's pipeline of copper
projects for the next ten years. The
alliznee also involves the design of a
replicable copper concentrator and other
faahties that will be applied to Xstrata
Copper's major individual projects.

Argentina

Alumbrera

Construction of the new molybdenum
plant was completed in the fourth quarter
of 2007 at a cost of $16 million. First
molybdenum concentrate production
occurred-in the first quarter of 2008.

In November 2007, the first stage of a

ptanned flotation upgrade was completed,

with the commissioning of six flotation
columns that will improve metallurgical
recoveries.

An ongoing cre delineation drilling
programme in the Alumbrera pit,
umdertaken both within the existing ore

envelope and for extensions at depth,
confirmed a further 20 million tonnes of
additional ore reserves during the first half
of 2007. The mine plan was re-optimised
based on this new geclogical model with
additiona) mineralisation, and 1ogether
with improved final pit slope angles
resulted in an increase in contained

metal reserves of more than 3%,

El Pachon

During the 2006-07 summer drilling
programme, 19,800 metres of drilling
were completed, including resource
estimation, geotechnical, hydro-geological
and geo-metallurgical holes. During the
year, a draft pre-feasibility study was
completed and baseline work is under
way in both Argentina and Chile for

the environmenta!l impact assessment.
This work built on the feasibility study
completed in 1998 by El Pachon's previous
owners. Community involvement and
stakeholder consuttation programmes
were initiated in the relevant areas of
Argentina and Chile,

Following a full review of existing
information and the 2006-07 summer
drifling programme, the first Mineral
Resource estimate for £l Pachdn has been
included in the Group's reserves and
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resources statement, totalling 980 millien
tonnes at grades of 0.58% copper,

2.4 grams per tonne silver and 0.016%
molybdenum in the measured, indicated
and inferred categories, using a 0.3%
copper cut-off grade.

In the first quarter of 2008 approximately
30,000 metres of drilling and environmental
baseline work is being completed during
the summer work programme. Xstraia
Capper will make a decision whether 10
scale up activities and proceed into an
updated feasibility study during the first
ha!f of 2008 after completing a review of
the overall economics of the project.

Australia

North Queensiand

In 2007, mining studies progressed on
underground mass mining options for both
Mount Isa and Ernest Henry mines, as part
of an overall operational strategy to sustain
current copper production capacities in
North Queensland. The mass mining

Altonorte motybdenum plant,
commissioned in December 2007

220 tonne trucks at Ernest Henry
copper mine, Ausiralia




A drill rig operator at El Pachdn exploration projedt, Argentina

Molten slag at Mount lsa Mines copper smelter, Ausiratia

studies aim to progressively increase the Isa
mine hoisting and milling rates to 7 rmillion
tonnes per annum and to extend the mine
lives at both Isa and Ernest Heriry mines
sites. Positive pre-feasibility results at Ernest
Henry led to the approval of investment
of AUD26 million to construct the first
stage of an underground dedline that

will facilitate earty access 10 underground
ore and improve the continuity between
the open cut and underground mines.
Construction of the underground decline
began in February 2008 and is expected
to be complete in early 2009. A feasibility
study to assess the viability of full scale
underground mining operations began in
early 2008 and is running in parallel with
the development of the first stage of

the decline.

At Mount lsa, a pre-feasibility diamond
drilling programme on the 500 orebody
enabled a significant upgrade to the
previgus Inferred Mineral Resource
estimate. A total of 25 million tonnes
of resource has been converted to an
indicated status from an inferred category.
Drilling is continuing to further increase
confidence and upgrade Mineral Resource
categorisation. The pre-feasibility study
into underground mass mining options is
expected to be completed by the end

of 2008 with a full scale feasibility study
planned for 2009,

The Townsville refinery expansion projed tq
300,000 tonnes per year was completed in
October. The refinery was running at full
capacity in the fourth guarter due to the
purchase and processing of anode from
Xstrata Copper's Altonorte smelter in Chile

The smelter expansion to 300,000 tonnes
per year will be completed in the first
quarter of 2008 with the delayed

commissioning of the new Pressure Swing
Absorption (PSA) oxygen plants. The new
stag crushing and screening plant was
completed in June 2007 and has operated
effectively for the balance of the year,

Canada

The end-of-life electronic recycling

assets, comprising three shredding and
de-manufacturing facilities in the US and
Canada, were sold in March 2007. The
output from these plants continues to

be processed at Xstrata smelters under
offtake agreements. Neranda Recycling
was renamed Xstrata Recyding in July 2007.

The mining zone at Kidd Mine was
extended from 8,800 feet to 9,100 feet,
enabling scheduled processing rates to be
maintained at 2.7 million tonnes per year
for 2008 and 2Q009. The feasibility study
into extending mining zones to 9,900 feet
is currently under way and will be
completed during 2008.

The reclamation of the Murdochville
minesite and associated townsite started
in 2007. Processing facilities were
demolished and private residential
properties identified as having higher than
acceptable levels of contaminants in
surface soils were fully remediated.

Chile

Collahuasi

In the first half of 2007, a full business
strategic review was conducted by the
shareholders with Collahuasi management.
This fed to the development of an agreed
business strategy t¢ more than double
production to 1 million tennes a year
through two major expansions.

feasibility studies into the first expansion
to approximately 650,000 tonnes per




annum of copper in 2010 are scheduled
for completion in the second half of 2008.
This initial stage would involve a
concentrator throughput increase to
170,000 tonnes a day and an increase

to current cathode production levels.

A scoping study has also been initiated
intc @ second expansion to 1 million
tonnes per annum of copper from 2013
that would increase concentrator
throughput to 260,000 tonnes a day
and involve the construction of a major
SX-EW oxide operation to service the
proposed development of the Rosario
Qeste deposit.

Following the 2007 drill programme,
Collahuasi published an updated Mineral
Resource in lanuary 2008 of 5.19 billion
lonnes at an average grade of 0.83%
copper, an increase of 28% in tonnage
compared to the praviously published
Mineral Resource. The upgraded Mineral
Resource includes for the first time 746
million tonnes at a grade of 1.06% from
the Rosario Qeste deposit.

North Chile

In June 2007, Xstrata Copper approved
the expansion of Lomas Bayas by 15%
to 75,000 tonnes per annum of copper
cathode at a capital cost of $70 million.
This project is scheduled to be completed
in the second half of 2008. in addition,
the Lomas Bayas mine life was extended
by seven years to 2020 following the
integration of the nearby Lomas Il deposit
into the operation’s mining and
processing plans.

In July 2007, construction started on the
phase IV expansion of the Altonorte
smelter, following the receipt of
environmental approvals. The project will
increase production capacity by almost

one third 10 380,000 tonnes a year and is
due to be complete by the end of 2008.
Sulphuric acid production will increase
from 800,000 tonnes to 1,1 million
tonnes per annum and sulphur dioxide
emissions capture will increase from 93%
10 95.5%. Estimated capital costs for the
expansion have increased to $89 million
due to the weakening US dollar and
increased labour costs.

In November 2007, Altonorte began a
feasibility study to double molybdenum
processing capacity to 28,000 tonnes a
year. The project’s environmental impact
study was presented to Chile’s
environmental authorities for approval in
January 2008, Following the commissioning
of a dust treatment plant at Altonorte in
January 2008, further incremental
investments will also be made in various
projects to enhance the smelters
environmental performance.
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El Morro

During 2007, 14,600 metres of drilling
were completed for resource estimation
and metallurgical sampling, geotechnical
and hydro-geological studies and water
definition. The exploration tunne
advanced to the final depth of 442 metres
and four metallurgicat bulk samples
were obtained for pilot plant testing.

An extensive programme of meetings
and presentations of the project to
stakeholders, including representatives
of local communities and authorities,
was undertaken during the year and

a comprehensive community social
involvement programme initiated.

Stockpites of recyclable materials are converted into
copper anode 3t the Horne smelter, Canada
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The final feasibility study report was
published in January 2008. The feasibility
study outlined initial capital investment of
$2.5 billion to construct an gperation that
would produce 195,000 tonnes of copper
and 355,000 ounces of gold per annum
over the first five years. The study
‘outcomes are currently being considered
by Xstrata Copper and its Joint Venture
partners Metallica Resources.

Energia Austral

fn May 2007, Chile's environmental
authorities Conama returned the
environmentat impact study (EIS) of the
Rio Cuervo hydropower project to Energla
Austral noting that there was insufficient
information to evaluate the project. in July
2007 the Energla Austral project team
was restructured to focus on technical
studies to complete a feasibility study and
to enhance local stakeholder engagement.

Townsville port operations in North Queensland
export copper cathodes and mineral concentrates
from Mount Isa Mines, Australia

In the second half of 2007, a new EIS
commenced under the guidance of
international consultants Knight Piesold an
consultations commenced with national
and regional authorities, communities and

L=

neighbourhood assodiations. The revised EIS

is expected to be submitted in the second
half of 2008. A social baseline study was
undertaken during the year to provide the
framework to implement a community
involvement programme consistent with
Xstrata’s standards.

Peru

Antamina

An incremental expansion to the
Antamina concentralor was approved in
November 2006 to increase concentrator
throughput capacity by 10%. The first
part of this work, involving coarse ore
conveying enhancements and new pulp
lifters in the SAG mill, was completed in
the first half of 2007. The remainder of
the project, involving the installation of a
pebble crushing circuit, is currently under
way and is scheduled for commissioning
in March 2008. A substantial resource
definition drilling campaign with the

objective of augmenting the ore reserve
base was also initiated with 101,000
metres of drilling conducted in 2007 and
a further 132,000 metres planned in
2008. An updated Mineral Resaurce
statement is expected at the end of the
first half of 2008.

Southern Pery

In November 2007, Xstrata Copper
announced the creation of the Southern
Peru Division, headquartered out of the
city of Arequipa. The new division is
responsible for the management of the
Tintaya mining operation, the Las Bambas
and Amapaccay development projects,
regional exploration and the development
and implementation of the Company’s
growth strategy in southern Peru, This
division will also further support Xstrata
Copper’s interests and involvement in
Antamina.

Tintaya and district

An upgraded secondary crushing circuit
was successfully commissioned during the
third quarter of 2007 within the budget
of $8 million. This new circuit successfully
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Concentrator operator Magdalena Larota at Tintaya
open pit mine, southern Peny

increased throughput by at least 11%
as planned.

A feasibility study into molybderum
concentrate production at Tintaya was
completed at the end of 2007 estimating
an investment of $10.5 million to build

a plant with capacity to produce 1,500
tonnes of molybdenum concentrate per
annum. If approved, construction will
commence mid 2008 with full production
expacted in 20089,

A pasitive pre-feasibility study into

the stand-alone development of the
Antapaccay project, located less than

10 kilometres from Tintaya, was
completed in 2007. The pre-feasibility
work, which included 40,000 metres of
infill drilling, confirmed an updated
Mineral Resource estimate for Antapaccay
of £20 million tonnes at a grade of 0.72%
copper and minor gold values, using a
0.4% copper cut-off grade. This represents
an increase of 10% in tonnage over the
previously published Mineral Resource.

It is planned to complete a final feasibility
stutly by the end of 2008 into the
devalopment of this significant project,
including the incorperation of additional
drilling information which indicates further
extensions to this mineral deposit.

A full review of the information on the
Coroccohuayco depaosit, approximately

10 kilometres southeast of Tintaya, was
performed. As a result Xstrata Copper has
been able to publish a JORC compliant
Mineral Resource showing an estimate

of 90 million tonnes at a grade of 3.10%
copper and 0.30 grams per tonne gold,
using a 1.5% copper cut-off grade,

Las Bambas

In 2007, 85,000 metres of resource
drilling were completed at Las Bambas,
focused on expanding the resources at
Ferrobamba and Chalcobamba deposits.

To date, an accurmnulated total of 241,000
metres of resource drilling has been
completed on the project. including 2007
drilling results, Minera! Resources increased
by 19% and now stands at 850 million
tonnes at a grade of 0.93% copper and
0.02% molybdenum, using a 0.4% copper
cut-off grade. An additional 67,000 metres
of drilling is programmed for 2008 to take
the initial five-year mine plan resource

to the measured category. Additional
exploration drilling is also planned to

test nearby geophysical targets.

During the year a conceptual study was
completed that indicates a robust project
based on a conventional 80,000 tonnes
per day flotation process. A pre-feasibility
study is targeted for completion by the
end of 2008.
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Darryl Booth conducis an underground survey
at Kidd mine, Canada

Philippines

Tampakan

On 30 March 2007, Xstrata Capper
assumed management contro! of the
Tampakan Project through its Philippine-
based affiliate Sagittarius Mines, Inc (SM
after exercising its option in December
2006 to acquire 62.5% of the controlling
interest in the project.

Activities in 2007 focused on integrating
5MI into the Xstrata Copper organisation,
the strengthening of community
development and stakeholder
engagement programmes and completio
of additional technical studies to
supplement the pre-feasibility work
undertaken by Indophil Resources,
including 24,700 metres of drilling.
in December 2007 Xstrata Copper
published a new Measured, Indicated and
inferred Resource estimate for Tampakan
of 2.2 billion tonnes at a grade of 0.6%
copper, 0.2 grams per tonne gold and
0.007% of molybdenum using a 0.3%

-

copper cut-off grade, The current Minerat
Resource represents an increase of over
1G% in tonnes and contained copper
compared to the previous estimate.

The feasibility study remains on target

to begin in the second half of 2008,

Papua New Guinea

Frieda River

In January 2007, Xstrata Copper exercised
an optian to obtain a 73.7% interest in
the Frieda River project in a joint venture
with Highlands Pacific Limited (16.4%)
and Japan's OMRD (9.9%). It subsequently
assumed management control and
conducted scoping study work during

the year, induding metaffurgical studies,
infrastructure definition and exploration.
In total, 1,423 metres of drilling to collect
metallurgical samples and 6,135 metres
of exploration drilling were completed.

Environmental baseline surveys commenced
with a focus on water quality. Key
stakeholders were identified and strategies
are being developed 1o engage with
communities, Following the completion

of the scoping study in January 2008,

the current work programme includes
approximately 20,000 metres of drilling

to improve the confidence categories in
the resource inventory, and critical path
perrnitting and engineering studies to
allow the project schedule to acceferate,

if appropriate.

Environmental advisers Jason Alexander and
Patrick Windscr condudt field studies at
Ernest Henry mine, Australia

1




Xstrata Nickel achieved record financial results and production in 2007. Revenues
for the period rose to $5,252 million, 56% or approximately $1.9 billion higher

than the comparative period in 2006, on a pro forma basis. The significant increase
was primarily due o the robust performance of nickel commodity prices during the

period and record nickel sales, leading to a 133% increase in EBIT from $931 million 0 $2,172

million in 2007. Volumes were boosted by higher production and sales, 10gether with the once-off

contribution 10 EBIT of $205 million realised through the distribution agreement with Glencore

International AG entered into in March 2007.

The full impact of prices and volumes was
partly offset by the significantly weaker US
dollar and the hyperinflationary cost
pressures confronting the mining sector.
Despite these cost pressures, which induded
the $26 million impact of higher oil prices at
Falcondo, real cost savings of $19 million
were achieved due to improved operaticnal
efficiencies at Nikkelverk and the positive
effect of production increases in the
Canadian mines and smelter.

Integrated Nickel Operations {(INO)
Sales volumes at the Integrated Nickel
Operations, which comprises the Sudbury
mines and smelter, Montcalm and Raglan
mines in Canada, together with the
Nikkelverk refinery in Norway, increased by
13% compared to 2006. The increase was
mainly aiributable to one-off inventory

sales of approximately 5,300 tonnes of
nickel and 400 tonnes of cobalt as a result
of the distribution agreement entered into
with Glencore International in March
2007. The distribution agreement also
reduced working capitat requirements by
approximately $400 million, Volumes were
also boasted by record production from
the Nikkelverk refinery of 87,600 tonnes.

Sudbury and Montcalm

Mined nickel production at the Sudbury
operations was impacted by planned
lower nickel ore grades, which fell to
1.04% compared to 1.11% in 2006 as
existing mines approached the end of
their lives. Sudbury will be transformed by
the introduction of the Nickel Rim South
and Fraser Morgan growth projects, which
will add 16,000 tonnes and 7,500 tonnes
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of nickel per year respectively, 21 full
production capacity and significantly
reduce unit costs. The amount of mined
ore processed in 2007 through Sudbury’s
Strathcona mill declined by 1% to

1.9 million tannes and custom ores milled
also decreased by 15% to 311,100 tonnes,

At the Sudbury smelter, production of
nickel in matte increased by 11% 1o
67,600 tonnes, primarily due to higher
levels of concentrate received from the
Raglan mine and record nickel content of
custom feed concentrates, which more
than offset lower valumes of nickel
concentrate from Montcalm. Production of
copper and cobalt in matte increased by
5% to 22,000 tonnes and 6% to 2,500
tonnes respectively. Enhanced operational
flexibility and profitabifity was boosted at
the Sudbury operations through separating
and sending copper concentrates to be
processed by Xstrata Copper. unlocking
nickel smelter capacity and creating
significant value-enhancing custorn feed
capacity and capability. The Sudbury
smelter achieved record production rates
while operating within sulphur dioxide
ground level concentration limits.

EBIT Variances Sm
EBIT 31.12.06 (pro forma}) 931
Sales price” 962
Yolumes 282
LInit cost - real 15
Unit cost — CPl inflation (16)
Unit ¢ost - mining inflation (29}
Unit cost - foreign exchange {64)
Corporate social involvement ©
Other income and expenses 43
Depreciation and amortisation (excluding foreign exchange)} 50
EBIT 31.12.07 (statutory) 2172

“Net of commodity price linked costs, treaiment and refining charges
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Financial and Operating Data Statutory Pro forma™
Year ended Year ended
im 31.92.07 31.12.06
Revenue 5.252 3,364
INO? 4,128 2,657
Dominican Republic** 1.124 707
EBITDA 2,577 1,386
INO! 1,859 1,034
Dominican Republic** 718 352
Depreciation and amortisation (405) (455)
INO? (342) (412)
Dominican Republic** (63) {43)
£BIT (pre-exceptionals) 2,172 931
INO* . 1,517 622
Dominican Republic** 655 309
Share of Group EBIT 24.7% 11.5%
INO? ) 17.3% 7.7%
Dominican Republic** 7.4% 3.8%
Capitat employed 6,738 7,030
Return on capital employed**+ 40.8% 15.4%
Capital expenditure ‘ 705 456
INO? 483 233
Dominican Republic** 35 26
Africa . 54 32
New Caledonia 165
Sustaining 162
Expansionary 294
tincludes Canadian mines, Sudbury Smelter and Nikketverk refinery
*Pro forma including Falconbridge acquisition from 01.01.06
* *Consofidated on 100% basis.
***ROCE % based on average exchange rates for the year
Summary Production Data Statutory Pro forma*
Year ended Yeat ended
31.12.07 31.12.06 ‘
Total mined nickel (1) (contained metal} 52,108 51,674
Total mined ferronicke! () (contained metal} 29,130 29,675
Total mined copper (1) (contained metal) 31,425 33,116
Total mined cobalt (1) (contained metal) 1,412 1,420
Consolidated nicke! cash cost (C1) - post by-product credits {LiS¢/nickel ib) 4.04 2.77

Consolidated ferronickel cash cost (€ 1) = post by-product credits (USe/nickel Ib) 6.16 5.18




Milled tonnage at Montcalm increased by
6% to 940,900 tonnes compared 10 2006
due to higher throughput rates at Kidd
metallurgical site and extra tonnage
processed at Strathcona mill. This was
achieved despite dedining ore grade from
the mine as it approaches the end of its
mine life. The lower ore grade caused
nickel in concentrate production {o
decrease by 7% 1o 10,100 tonnes while
copper in concentrate was 4% lower.

A number of Sudbury operations achieved
significant safety milestanes, including two
years without a lost time injury at the
Strathcona mill, one year without a lost
time incident at Craig mine and one year
without a lost time injury at the Thayer
Lindsley mine and Sudbury smelter.

Raglan

The Raglan mine in the Canadian Arctic
increased total mine production by 13% to
1.13 million tonnes, achieving its 2007
target and is on track to achieve an
expanded production rate of 1.3 million
tonnes per annum by the end of 2008.
Record milt throughput was 9% higher
than 2006 and was achieved as a result
of increased production from the mine,
better ore grades, which increased from
2.56% in 2006 to 2.58%, and greater
nicke! recovery fram the mill. Additionally,

the total recordable injury frequency rate
was reduced by 50%.

Nikkelverk

Nickel production at the Nikkelverk refinery
in Norway - a low-cost, high recovery
producer ~ increased to a record 87,600
tonnes for 2007 from 82,000 tonnes during
the same period last year. The production
increase is largely due to increased volumes
of nickel in matte from the Sudbury smelter
and improved operational efficiency.
Production of copper was unfavourably
impacted by a power failure in May 2007
together with shortfalls in third party matte
that affected volume and quality into the
final quarter. Copper production for 2007
dedined to 34,200 tonnes from the record
39,700 tonnes during 2006. Production of
cobalt was impacted by reduced supply of
cobalt-containing custom feed materials
and fell to 3,900 tonnes from 4,900
tonnes in 2006. However, total production
of precious metals increased by 20%
compared to 2006, setting production
records for platinum, palladium, gold

and thodium.

In 2007, Nikketverk achieved an outstanding
safety record, reaching ene million hours
without a lost time injury for the first time
in its 97-year operational histary.
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Dominican Republic

Revenue from the Falcondo operation in
the Dominican Republic rose by 58% to
$1.1 billion in 2007. Higher average nickel
prices and slightly higher sates volumes
were the main drivers of increased
revenues. Production declined slightly by
2% to 29,100 tonnes. The distribution
agreement with Glencore International led
to the incremental sale of 1,300 tonnes of
inventory pipeline from Falcondo during
the first half of 2007. Strong sales velumes
were only 1% or 300 tonnes higher than
in the comparative period, which was i
boosted by 2,500 tonnes of accumulated
inventory due to weak demand in 2005.

Higher oil prices impacted unit costs by
$26 miltion, but were offset by higher
average ferronickel prices, boosting 2007
EBIT to $655 million. In October 2007,
the Falcondo operation was battered by
Tropical Storm Noel and related flooding,
interrupting operations for three days and
causing the facility to run at half capacity
for an additional five days. The resultant
impact on production was more than

The Falcondo Foundation supports local schaols
in the Dominican Republi

Slag tapping at the Sudbury Smelter, Canada
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offset by delaying a scheduled
maintenance shutdown from November
2007 to the second quarter of 2008.
Xstrata Nickel is actively engaged in
rebuilding affected communities and has
offered assistance by way of a $1 million
donation and in-kind support to the
people and local governmenits of the
Dominican Republic.

Falcondo had the lowest injury frequency
rates in Xstrata Nickel, including reaching
more than two million hours without a
lost time injury.

Developments

Koniambo Project

The 60,000 tonnes per annum Koniambo
Nickel project in New Caledonia received
Board approval in October 2007, Project
development will entail investment of

Deception 83y wharf a1 the Raglan operation has recently been refurbished, Canada

$3.8 billion. The current financing plan
envisages Xstrata’s partner SMSP
contributing around $500 million toward
the project, with the remainder to be
funded by Xstrata in return for a
proportionate share of the project’s cash
Tlows {c.81%) over the first 25 years of
operation.

The early construction programme
commenced in February 2007 and is
well under way with construction of the
Stage 1 construction camp completed in
December. Approximately 330 peopie are
currently employed by the project in New
Caledonia, 60% of who are from local
¢communities in the North Province. The
project’s primary engineering and
procurement centre has been established
in Kuala Lumpur, Malaysia, and several
large construction contracts will be

awarded during the early part of 2008,
marking the commencement of major
construction activities. First ore is expected
to be processed during the first half of
2011, with ramp up to full production
forecast to be complete in 201 3.

Kabanga

The Kabanga project in Tanzania is a 50:50
joint venture between Xstrata Nickel and
Barrick Gold Corporation. Indicated
resources at Kabanga are estimated at

9.3 million tonnes at 2.35% nickel and an
additional 38.8 million tonnes of inferred
resources at 2.8% nickel with a 1% nickel
equivalent cut off grade. The main
Kabanga prospecting licence has been
successfully extended to 30 lune 2009,
securing tenure beyond the anticipated
mining licence application in early 2009.

During the three-year feasibility work pian,
Xstrata Nickel is expected to fund the first
$145 milfion to maintain its 50% share in
the project. Approximately $105 million
has been incurred to date. The pre-
feasibility study for the project is due to
be completed at the end of 2008 with the
execution phase of the project expected
to commence in 2009.

Araguaia

The Araguaia project, located in the
north-western Brazilian state of Para,

is currently in a scoping stage, with pre-
feasibility scheduled to commence in
2008. Araguaia benefits from substantial
existing resources, a highly prospective
land position and well developed regional
infrastructure including rail, road, power
generation and power transmission.

Continued exploration success in 2007
led to substantia! additional mineralisation
being added to the Araguaia resource
base. During the year, 46,300 metres of




diamond drilling were completed resulting
in revised mineral resource estimates at
Serca do Tapa, Vale dos Sonhos and Pau
Preto. The inferred resource base now
stands at 101.5 milfion tonnes at 1.45%
nickel at a 1% nickel cut off grade or
63.4 million tonnes 31 1.6% ata 1.2%
cut off. Drilling has now been completed
to delineate the Pau Preto and Escalada
deposits and revised mineral resource
estimates incarporating the data from
the: drilling at alf four deposit areas are
expected to be complete by mid-2008.

Sudbury

In Sudbury, the Strathcona concentrator is
preparing to reactivate 1 million tonnes per
year of milling capacity to be used for
treating own sourced and custom ores.
Work is also now under way to increase the
Sudbury smelter capadty incrementally to at
least 80,000 tonnes of nickel contained in
matte to meet the needs of current mine
plans and available custom feeds.

Vale Inco synergies

The commercial relationship between
Xstrata Nickel and Vale Inco in the
Sudbury area has resulted in Xstrata Nickel
processing a record level of intermediate
nickel feed from Vale Inco in 2007.
Technical and commerdial teams continue
1o work ctosely 1o unlock a number of
value propositions from the two
companies’ operations in the region. Initial
evaluations have been completed of four
potential synergy opportunities in the
Sudbury basin, induding the Thayer
Lindsley/Blezard operations, North Range
mining complex, mini pit processing and
smelting of intermediate feeds.
Discussions are now focused on exploring
implementation arrangements to take
advantage of the current robust pricing
environment and to extend asset lives.

Nickel Rim South

The Nickel Rim South project in the
Sudbury Basin remains on schedule

to ramp up 1o 60% of its ultimate

1.25 million tonne per annum production
capacity in 2009, with full production in
2010, and is within its current stage
budget of C$627 million. Nickel Rim
South is expected to provide a high value
ore feed for more than 15 years, while
significantly reducing Sudbury’s unit costs,
and will play a key role in transforming
Xstrata Nickel's Sudbury operations.

During 2007, surface infrastructure was
constructed and is operational, following
the completion of the sinking of the
production and ventilation shafts.
Preliminary underground drifiing results
are consistent with expectations and
more than 80,000 metres of definition
drilling are scheduled for 2008 for the
purposes of defining deposits. To date,
environmental and safety performance
have been exceptional with an industry-
teading lost time injury frequency rate
of 0.64 per million hours worked,

Fraser Morgan

The Fraser Morgan project is being
accelerated to take advantage of current
commodity price levels. The project enjoys
the advantage of low capital costs due t0
the ability to share infrastructure with the
current Fraser mine. The project moved

Nickel Rim South's constuction supendsor and
project safety manager oversee the installation
of permanent surface fresh air fans

into the feasibility phase in October 2007.
Mine production is scheduled to start

in 2009, ramping up to full production

of an estimated 7,500 annual tonnes

of refined nickel and a mine life of eight
years in 2010,

Once complete in 2010, nickel production
from Sudbury mines will increase to
34,000 tonnes of contained nickel from
current level of 16,000 tannes and will
extend the life of the Sudbury operations
by more than 20 years. In addition, work
continues on the Qnaping Depth project,
which could potentially add another
10,000 tonnes of contained nickel for
downstream processing.

Thayer-Lindsley

In July 2007, an investment of $8.7 million
in the Thayer-Lindsley mine in Sudbury
was announced to access additional ore,
enhance productivity and extend the mine
life by more than one year, to the end of
2012. The Thayer-Lindsley mine began
production in 1981 and produces nickel,
copper and precious metals.




82 | Xstrata plc Annual Report 2007

Operating Review | Nickel

Sales Volumes Statutory Pro forma*
' Year ended Year ended
31.12.07 31.12.06
North America - INO
Total nickel (t) (payable metai) 92,548 82,257
Copper in concentrate (t) inter-company sales (payable metal) 18,606 24,948
Total copper (1} (payable metal) ] 52,968 65,040
Dominican Republic - Falcondo
Ferronickel {t) (payable metal) 31,357 31,074
Europe - Nikkelverk
Refined nickel from own mines {t) (payable metal) 55,928 45,471
Refined nickel from third parties (t) {payable metal) 36.620 36,786
Total nickel (1) (payable metal) 92,548 82,257
Total nicke! sales (t) (payable metal) 92,548 82,257
Total ferronickel sales (t) {payable metal) 31,357 31,074
Total copper sales (1) (payable metal) 52,968 65,040
Total cobalt sates (t) {payable metal) 3.523 3,763
Average LME nickel cash price ($/tonne) 37,089 24,155

Average Metal Bulletin cobalt low grade price ($/1b)
Average LME copper cash price ($/tonne)

27.70 14.83
7,139 6,740

Testing water supply pipes at Falcondo,
Dominican Republic

Nikkelverk
Current expansion plans for the Nikkelverk
refinery will enhance susiainable capacity
to 88,400 tonnes during 2008, whilst
further potential exists for low-cost
incremental expansion to 105,000 tonnes
of refined nickel metal by 2010. Precious

metals capacity will also expand to 600,000
ounces in 2008, 18% higher than 2007
production.

Falcondo

A scoping study was initiated in 2007

to examine the potential to convert
Falcondo's primary fuel source from oil to
coal, substantially reducing operating
costs by approximately $1.50 per pound.
The project also includes the conversion of
Falcondo’s oil refinery to a commercial oil
refinery, wath the potential to generate
significant additional returns.

The scoping study phase of the Loma
Miranda Project, 25 kilometres from the
Falcondo plant site, was completed in
the final quarter of 2007, including the
commencement of the Environmental
Baseline Study which will be completed
during the pre-feasibility phase. This area
was drilled in the 1980s and has 15.2
million tonnes of resources at 1.56%
nickel. The additional mining area would
increase Falcondo's production by
improving grades and extending mine life,

tn addition, an exploration programme at
Loma Ortega 3 area, an extension of the
operating Loma Ortega mine, identified
6.9 million tonnes of mineralisation not
inctuded in resources at a grade of 1.50%
nickel. Falcondo has initiated surface
rights and tand purchase negotiations.




Raglan

Exploration results at Raglan in northern
Quebec have confirmed Zone 5-8 as the
largest mineralised zone in Raglan’s
history, adding an estimated 4.5 million
tonnes grading 2.80% nickel of inferred
resources in 2007,

Mire production at Raglan is planned to
increase to more than two million tonnes
of ore per annum. Work is currently under
way 10 increase production to 1.3 million
tonnes per annum by the end of 2008
and additiona! infrastructure is expected
to be implemented to allow a further
expansion to reach 1.5 million tonnes by
2011 and potentially double current
production by 2013.

Jubilee Acquisition

In October 2007, Xstrata made an ali-
cash, iriendly AUD23 per share offer for
Jubilee Mines NL in Western Austrabia,
valuing it at AUD3.1 biltion. Xstrata's bid
resulted from a competitive auction run
by Jubilee and was wholly endorsed by
Jubilee's Board of Directors.

Xstrata assumed management control

of Jubilee on 4 February 2008 and
established Xstrata Nickel Australasia
{XMA) as a new operaling unit of Xstrata
Nickel. The offer closed on 22 February,
at which date Xstrata Nickel owned 97%
of the issued share capital and commenced

compulsory acquisition of the remaining
minority stake.

XNA brings Xstrata Nickel immediate access
to targeted production of 30,000 tonnes of
nickel in concentrate by 2012, geographic
diversification and introduces substantial

. near-term growth potential. XNA includes

the exceptionally high grade Cosmos
operation, the nearby Sinclair project, where
construction is under way and first nicke!
concentrate production is expected in the
latter part of the year, as well as the
Anomaly 1 project. The combination of two
of the most successful exploration teams in
the nickel industry, together with XNA'S
highly prospective regional land position,
offer excellent prospects for significant
growth in the region.

Mike Young starts up the rod mill a1 Strathcona
mill, sudbury

Core logging and storage at the Kabanga nickel
project, Tanzania
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Xstrata Zing's EBIT declined by 9% to $1,529 million in 2007 compared to
XZn pra forma EBIT in 2006, largely due to the impaci of the weaker US doltar
Zinc against local currencies, which trimmed EBIT by $89 millien, and continued
cost inflation which impacted earnings by a total of $66 million. These
factors were partly offset by stronger lead prices and increased production in Australia.

Despite continued inflationary pressures
on costs, Xstrata Zinc achieved real unit
cost savings of $45 million in 2007 due

to improved productivity and volumes

at the Australian operations and higher
by-product revenues including as a
consequence of improved efficiencies in
recoveries. Average C1 cash costs felf from
62.37¢ per pound 1o 51.65¢ per pound
including by-product credits,

Zinc Lead Australia

EBIT for the Australian operations rose
by 7% to 5515 million in 2007. Stronger
lead and silver prices and higher
preduction and sales helped to increase
profitability and to offset slightly lower
zinc prices, unfavourable exchange rates
and inflationary impacts.

Record production was achieved at the
George Fisher and Black Star zinc-lead
mines, hetping to minimise the impact of
lost production foflowing the fire in the

zinc lead concentrator in September 2007,

Despite gectechnical problems encountered

at both George Fisher South and George
Fisher North in the first quarter of 2007,
production steadily increased to reach
record production levels in the final
quarter with total ore production of

2.8 million tonnes up by 8% compared
to 2006.

During 2007, the Black Star Open Cut
mine produced 2.3 million tonnes of cre,
a 12% increase on 2006, ensuring the
concentrator was fully utilised in the first
three quarters of the year. in the fourth
quarter, ore production was impacted by
a fire in the concentrator feed system.

Cre throughput in the Mount Isa zin¢-lead
concentrator rose by 9% compared to
2006 to S million tonnes, despite the fire
incident. Zinc in concentrate production
rose by 8% to 227,000 tonnes, with tead
in concentrate production of 104,000
tonnes, 3 4% decrease from 2006 due to
lower head grades and recoveries. The ﬁr‘e

impacted production by approximately
13,000 tonnes of zinc and 7,000 tonnes
of lead in total. An insurance claim has
been prepared for this business
interruption. Ore production levels are
expected to improve in 2008 as the
capacity of the concentrator is increased
to 8 million tonnes per annum.

Zinc and lead feed grades were 2% and
15% lower respectively compared to 2006
due to the inclusion of lower grade ore
from the open pit Black Star mine. Zinc
recoveries were slightly higher while lead
recaveries were lower compared to 2006.
Further improvements are expecied in
mechanical availability to maintain rod and
SAG mill throughput and in finer grinding
to improve mineral liberation in the ball
mills in 2008.

Performance at the Mount Isa lead smelter
improved in 2007, as a direct result of
increased valumes of third-party lead
concentrate feed, which partially offset
lower volumes of concentrate and lower
grade lead feed from the concentrator,
Lead in bullion production increased by
6% to 125,600 tonnes.

EBIT Variances sm
EBIT 31.12.06 (pro forma) 1,673
Sales price* 22
Volumes {26)
Unit cost - reat 45
Unit cost — CPI inflation 30)
Unit cost ~ mining inflation (37)
Unit cost - foreign exchange (89)
Corporate social involvement (10
Depreciation and amortisation (excluding foreign exchange) 19
EBIT 31.12.07 (statutary) 1,529

*Net of commadity price linked costs
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Financial and Operating Data

$in

Statutory |
Year ended
3267

Revenue

Zinc lead Australia

Zinc Europe

Lead Europe

2Zinc North America®
Zinc Pernuy — Antaming * *

4,726
519

2,192
467

1,814
134

EBITDA

Zinc tead Australia

Zinc Europe

L2ad Europe

Zinc North America*
2inc Peru — Antamina**

1,822
S75
479

10
607
15

Depreciation and amortisation
2inc fead Australia

Zinc Europe

Lead Europe

Zinc North America*

Zinc Peru - Antamina**

(293}
(60}
(39}

(a)

{157).

{33)

EBIT

Zint lead Australia

Zinc Europe

Lead Europe

Zinc North America*
2inc Peru — Antamina®"

1,529
515
440

6
450
118

Share of Group EBIT
Australia

Europe

North America*
Peru**

11.4%
5.9%
51%
5.1%
1.3%

Capital employed®
Return on capital employed??

5,089
45,1%

Capital expenditure
Australia

Europe

North America*

504
334

60
110

Sustaining
Expansionary

219
285 .

~¥strata Jinc's pro-ala share of CEZ sales volumes (25%)
“-Xstrata Zincs pro-rata share of zinc sates from Xstraia's 33.75% interest in Antamina
***prp forma induding Fakonbridge acquisition from 01.01,06
includes goodwill allocation on acquisition of Falconbridge
11ROCE % based on average exchange cates for the year and excludes Falconbridge goodwill allocated

Pro forma™™
Year encted
31.12.06

4,774
470
2,465
363
1,355
121

1,946
513

20.6%
5.9%
64%
7.5%
0.8%

4,833
51.8%
272
203
53

16

14
158




B6 | Xstrata plc Annual Report 2007

Operating Review | Zinc

Summary Production Data

ATULGTY R Pro formar
endedd, Year ended
07k 31.12.06

Total zin¢ in concentrate production {1)
Total zing metal production {t}
Total lead in concentrate praduction (1)
Total lead meta! production (¥

Zinc cash cost (C1) post by-product credits (USe/b)

669,981
878,500
q 218,110
30,168 230,583

604 62.37

McArthur River Mine continued its open
pit development, mining from Stages B, C
and transitional ore from Stage D during
the year. Stripping began from Stage E in
late 2007 to provide a further mining area
to support increased production in 2008.
A fall in average head grade from 11% in
2006 to 10% in 2007 was due to the
mining of transitional ore from the cpen
pit Stages C and D. Mining preduction
increased by 4% year-on-year.

Zinc metal production increased by 2%,
reflecting a 6% increase in throughput
tonnage, partially offset by the treatment
of transitiona! ore stockpiles.

At Lennard Shelf, 855,600 tonnes were
mined and 912,100 tonnes were milled.
Although the tornage of ore mined and
milled in the first year of operation was
broadly in line with expectations, lower
zinc grades in the ore mined resulted in
lower zinc concentrate production. Feed
grades were lower than expected due to
stope sequencing changes associated with
groundwater inflows encountered in the
mine. Following the restart of the mill at
Lennard Shelf in February 2007, 42,100
tonnes of zinc metal and 12,400 tonnes
of lead metal were produced during the
year. Concentrate grades and recoveries
continue to improve.

Zinc Lead Europe
EBIT at the European operations decreased
to $446 million, 13% lower than the prior
year due to lower volumes, unfavourable
exchange rates, slightly lower zinc prices
and inflationary cost impacts.

Zinc production at the European smelters
decreased by 4%, primarily due to a
failure in one of the two transformers in
cellhouse D at San Juan de Nieva smelter
in Spain, which fed to the smelter running
at 90% of capacity for the final seven
months of the year. Despite lower zinc
production, the roasters ran at full
capacity and excess calcine was shipped
to Xstrata Zinc's Nordenham smelter in
Germany, realising operational synergies,

In 2007, production at Nordenham smelte
was marginally lower than in 2006,
comprising saleable zinc fram
Nordenham's own production in addition
10 7,750 tonnes of slabs from San juan de
Nieva and other external sources. The main
reaseon for slightly reduced output was a
shortage in the supply of calcine and an
unforeseen shutdown of the roaster.
Nordenham smelter improved energy
efficiency per tonne of cathode zinc

by 2% compared to the previous year.

At Britannia Refined Metals (BRM)
Northfleet lead refinery in the UK, lead
production during the year was 27%
lower than in 2006 at 119,400 tonnes as
a result of lower Mount sa sourced lead,
combined with lower levels of third-party
lead metal supply compared to 2006.

As a result, force majeure restrictions were
imposed on customers for four months
and trimmed sales by 29% compared to
2006. Siiver production and sales were
correspondingly 29% lower than in 2006.

Zin¢ Lead Americas

Xstrata Zinc Lead Americas operations
reported EBIT of $568 miltion compared
to $678 million in 2006. Lower average
zinc prices together with slightly lower
sales volumes contributed to lower
earnings than in the previous year on a
pro forma basis.

Atthe Brunswick mine, ore processed in
2007 decreased by 3% to 3.4 million
tonnes, Mine head grades decreased to
8.4% zinc, from 8.7% in 2006, as lower
grade resource material was processed.
Despite lower head grades, zinc
metallurgical recoveries improved to B8%
and in 2007 produced 251,800 tonnes of
zinc in concentrate, a 7% reduction from
2006, The mine was negatively impacted
by a major compressed air line tailure in
the third quarter, which resulted in the
equivalent of 17 days of lost production.




In March, the Brunswick mine was
awarded the J.T. Ryan trophy by the
Canadian Institute of Mining in recognition
of having the best safety record of metal
mines in eastern Canada. Brunswick

rine has also made improvements in
energy management and reduced energy
intensity by 6% over the past two years,
further reducing costs.

The Brunswick smelter processed a total
of 212,000 tonnes of new feed materials,
3 1% increase over 2006, A record
amount of recycled and secondary feed
was processed in 2007, representing 39%
of the feed pracessed and contributing to
higher operating margins. Refined lead
production at 70,800 tannes was 1%
higher than 2006. In November, the
Brunswick smelter was recognised by the
New Brunswick Mining Association for the
most improved safety performance in the
province’s mining industry.

The CEZinc refinery in Quebec produced®
291,700 tonnes of zinc metal, a 1%
reduction from 2006. Sulphuric acid
production of 458,400 tonnes was 4%
lower than 2006. A total of 514,900
tonnes of concentrate was processed,

2 2% reduction from 2006. Lower zing
concentrate grades and higher internal
zinc dust consumption following process
changes implemented in late 2006 to
improve copper cake production impacted
saleable zinc production.

The Kidd zinc hydrometallurgical plant
produced 142,500 tonnes of zinc metal

a 5% decrease from 2006, due to the
absance of a major maintenance
shutdown in 2006. In June 2007 a 21-day
maintenance shutdown was successfully
completed after 19 months of operation.

A project to increase roaster entitlement
yielded a 3% improvement and continued
advances in refiability have increased
roaster on-line time to above historical
levels. A lean manufacturing project to
reduce unit costs in the cellhouse/casting
area was iniliated in the fourth quarter.

At Antamina, ore preduction in 2007 rose
by 9% 1o 12.3 million tonnes (Xstrata’s
33.75% atuributable share), boosted by
higher zinc head grades of 1.2%
compared to 0.7%. The concentrator
praduced 186,450 tonnes of zinc
concentrates (Xstrata's 33.75%
attributable share), an increase of 47%
compared 10 the previous year as a
greater proportion of copper-zinc ore was
mined compared to copper-only ore,
leading to higher zinc head grades and
better specific zinc recovery. Zinc metal
contained, attributable to Xstrata, rose to
98,450 tonnes, 85% higher than in 2006.
The concentrator SAG mill in Antamina
was shut down twice during 2007 (for
ten days in October and for four days in
December) due to problems in the mill's
electrical motor.

Sergio Garcla Rodriguez at San Juan de Nieva zinc
smelter, Spain

Developments

Zinc Lead Australia

Ore production at George Fisher mine is
expected to increase in the first quarter

of 2008 as hoisting capacity will be
supplemented with ore trucked out
through the George Fisher South decline.
A major new development will link George
Fisher North with the surface through a
new decline, allowing further increases in
ore production and its corresponding truck
haulage from the fourth quarter of 2008.
A new tailings filter plant and a paste-fill
plant are under construction which will
allow for increased backfill to match
increased ore production. Both facilities are
expected 1o be completed in the fourth
quarter of 2008.
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Sales Volumes

im

Australia - Mount Isa

Zinc in concentrate (1) third party sales {payable metal}
Zinc in concentrate (1) inter-company sales (payable metal)
Total zinc (1) {payable metal)

Lead in concentrate (t) third party sales {payable metal)
Lead in bullion (1) intercompany sales (payable metal)
Total lead (t} (payable metal)

Silver in concentrate (koz) third party sales {payable metal)
Silver in bullion (koz) inter-company sales {payable metal)
Total silver (koz) {payable metal)

Australia - McArthur River

Zinc in concentrate (1} third party sales {payable metal}
Lead in concentrate (t) third party sales (payable metal}
Silver in concentrate (koz) third party sales (payable metal)

Australia — Lennard Shelf*

Zinc in concentrate (1) third party sales {payable metal}
Zinc in concentrate () inter-company sales (payable metal)
Total zing in concentrate (1) {payable metal)

Lead in concentrate (1) third party sales (payable metal)
Lead in concentrate (t) inter-company sales (payable metal}
Total lead in concenirate (t) (payable metal)

Europe - San Juan de Nieva
Refined zinc (t)

Europe - Nordenham
Refined zinc (t)
Noranda zing (t)

Europe - Northfleet
Refined lead (t)
Noranda lead (t)
Refined sitver (koz)

North America - Brunswick

Zinc in concentrate (1) third party sales (payable metal)

Zinc in concentrate (1) inter-cormpany sales (payable metal)
Total zinc (t) (payable metal}

tead concentrate (1) third party sales (payable metal)

Lead concentrate {t} inter-company sales (payable metal}

Zinc in bulk concentrate (1) third party sales (payable metal)
Lead in bulk concentrate (t) third party sales (payable metal)
Silver in bulk concentrate {kaz} third party sales {payable metal)
Silver in bulk concentrate (koz) inter-company sales (payable metal)
Refined lead (t}

Silver doré (koz) inter-company sales

Pro forma
Year ended
31.12.06

70,179
91,086
161,265
3,716
114,115
117,831
505
6,390
6.895

107,163
19,696
mn

472,158

159,620
12,182

174,703
6,479
8,198

46,164
159,251
205,415

58,359

29,776

23,091

1,132

60,922
6,714
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Sales Volumes (continued)

$m

Pro forma
Year ended
31.12.06

North America — CE2**
Refined zinc (1}

North America — Kidd Creek
Refined zinc (t)

65533 66,607

126,355 : 141,638

Peru - Antamina zinc**~

2inc in concentrate (1) third party sales (payable metal)
Zinc in concentrate (t) inter-company sales (payable metal)
Total zinc (1) {payable metal)

68,937 1,381
14,883 > 43,968
83820 45,349

Tatal zin¢ metal third party sales (1)

Total zinc in concentrate third party sales (t)
Totat lead metal third party sales (V)

Total lead in concentrate third party sales (1)
Total silver metal third party sales (koz)

Total silver in concentrate third party sales (koz)

800,958 ' LY
EVe XN 254,663
172,334 242,107
51.115; 46,503
6,133° 8,198
1,320 1.808

Average LME zinc cash price {$/tonne)
Average LME lead cash price ($/tonne)
Average LBM silver price ($/0z)

3,257-. 3,264
2,594, 1,286
-13.38% 11.57

*Xsuata Zinc's peo rata share of Lennard Shelf sales volumes (S0%)

**Xsirata Zinc'’s pro rata share of CEZ sales volumes (25%)

~e={slrala 2ing's po ra1a share of zing sales from Xswrata's 33.75% interest in Antamina
tPro forma induding Fakanbridge acquisition from 01.01.06

Significant improvements were made to
equipment installed at the zinc-lead
concentrator project during 2007,

The expansion project was reviewed and
altered in late 2007 and is scheduled to
cornmence commissioning on schedule in
the third quarter of 2008 with full
production rates by the last quarter of 2008,

Xstrata Zinc's Handlebar Hill open cut zinc-
lead mine north of Mount Isa was
approved in lune at a capital cost of

$61 million. Recent drilling, metallurgical
testing and design work has confirmed an
open pit reserve of 4.3 million tonnes in
an area south of the George Fisher
underground mine. Ore will be mined at a
rate of up to 1.75 million tonnes per
annum, trucked to the Mount Isa zing-
lead concentrator from mid 2008.

The open pit development at McArthur
River is proceeding on schedule, with the
Barney Creek diversion (99% completed)
and the McArthur River Rechannelling
{95% completed) to be finished in the
second quarter of 2008 following the
wet season, The Bund Wall is due 1o be
completed in the third quarter of 2008.

in January 2007, approval was granted to
increase the capacity of the concentrator at
McArthur River Mine from annual
throughput of 1.8 million tonnes of ore to
2.5 million tonnes of ore, for a capital cost
of $37 million. It is anticipated that the
expanded capacity will be commissioned in
the third quarter of 2008. Potential
locations for an Albion plant continue to
be examined, including the potential for

a greenfield smelter on the east coast of
Australia or a brownfield expansion at an
existing Xstrata Zinc smelter.

At Lennard Shelf a new zone, (Pillara
West) was uncovered lying approximately
400 metres west of existing underground
workings at Pillara between 180 and
260 metres in depth. it has been roughly
delineated on approximately 50 metre
centres with average grades in the 6%
1o 7% zinc range which are typical of
the Fillara area. More work is required

ta better define the zone.

Lady Loretta is a iead-zinc-silver deposit
located approximately 140 kilometres from
Mount isa. It is a joint venture between
Noranda Pacific Ltd (75%), a wholly-owned
subsidiary of Xstrata acquired from
Falconbridge in 2006, and Buka Minerals
(25%), a wholly owned company of
Mineral Securities Limited. (n 2007,

a pre-feasibitity study into a proposed

one million tonnes per annum mine was
completed and a final report issued. Xstrata
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has recently started a study investigating
potential synergies between Lady Loretta
and the Mount I5a Operations.

Zinc Lead Europe

Exploration efforts in lreland with 23% JV

partner Minco have identified significant
zin¢ mineralisation at the Pallas Green
property near Limerick. A EURG million
exploration programme is planned in
2008 to define economic ceserves and
initiate baseline studies.

Zinc Lead Americas

The development of the Perseverance
deposit in Northern Quebec, Canada has
continued. It is expected to marginally
exceed the original capital budget of
$130 million due 0 the strengthening
Canadian dollar, The development is
ahead of schedule and the mine will start
production by mid-2008. The mine wilt
have an annual production of 228,000
tonnes of zinc cancentrate and 35,000
tonnes of copper concentrate with a mine
life of five years.

Manuel Félix Jorge Carron removes skimmings at San fuan de Nieva smefter, 5pain

Kelly Whitehurst, Jane Yefland and Jonathon Cowie plant seedlings at the rehabilitation of the river channel af McArihur River Mine, Northern Territory




Xstrata Technology Services supports the processes involved in mining.

It comprises Xstrata Technology, based in Brisbane, a specialist technology
and solutions provider to the global mining industry; and, since the acquisition
of Falconbridge in late 2006, Xstrata Process Support, based in Sudbury,
which provides technological support to Xstrata's own operasians, During 2007, Xstrata

Process Support has extended its services to third-party customers, in line with its strategy
of becoming a self-sustaining, commercial technology services business unit.

Xstrata Technology

Xstrata Technology continued 1o experience
strong demand for its products in 2007, with
revenue increasing by 81% compared to
2006. Xstrata Technology's results in 2007
demonstrate the successful integration of
the KIDD technologies from Falconbridge
intc the product portfolio. Following the
further integration of Xstrata Process
Support and the formation of Xstrata
Technology Services, the business unit is now
very well positioned to provide the mining
industry with additional core equipment
choices underpinned by Xstrata Technelogy's
design and operating expertise. In 2007,
demand grew for technology packages.
Xstrata Technology is uniquely positioned to
meet this demand and its order book
rerrains strong into 2008 and beyond.

Albion Process™

The Albion Process™ is a low cost, simple
atmospheric leach process to recover
meszals from refractory ores. Demand for
the technology grew in 2007, with 21
work programmes completed and
nurnerous studies conducted, for both
Xstrata businesses and other major mining
companies. Licence agreements have been
signed with Dominica Gold and European
Goldfields, and construction of the first
plant is under way at Las Lagunas in the
Dominican Republic 1o recover refractory
gold from tailings,

IsaMiitl™
IsaMill™ Technology is a revolutionary
grinding technology that significantly

increases the efficiency of mineral grinding
and processing. Demand for this product
grew rapidly in 2007 as the IsaMill
technology moved from niche fine
grinding to mainstream grinding
applications in response to market
demand. Total installed capacity more
than doubled during 2007, The
mainstream mineral grinding market
offers significant opportunities for 3 more
energy efficient grinding technology such
as IsaMill, which is being recognised by
orders from major mining companies, and
installations across the world include
Africa, Australasia, central and south east
Asia and North America.

ISASMELT™

In 2007, the copper smelter
modernisation project at Southern Peru
Copper Corporation (SPCC) was
successfully completed, representing the
first application of ISASMELT™ technology
in Latin America. The furnace replaced
two reverberatory furnaces and a Teniente
Converter while cutting plant emissions,
especially sulphur dioxide, and allowing
SPCC to meet new Peruvian
environmental regulations. The growing
acceptance of the technology in the
region was canfirmed by the signing of an
ISASMELT™ agreement for Doe Run
Peru's La Oroya smelter, Construction of a
lead ISASMELT™ and a copper
ISASMELT™ furnace commenced at
Kazzinc in Kazakhstan, the first site to
install two furnaces concurrently. Mopani
Copper Mines has also agreed to install &

Xstrata pl¢ Annual Report 2007 |

new lsa Convert™ furnace, following the
start-up of their ISASMELT™ {urnace in
2006. The Isa Convert™ furnace is the first
of its kind to be constructed and is
designed to produce 50,000 tonnes per
annum of blister copper. It improves the
environmental performance of copper
smelting, compared with the conventional
Peirce Smith converter technology.

Jameson Cell™

The Jameson Cell™ is a high-intensity
fiotation technology which is used to
develop more efficient flotation circuits.
Business continued to be strong, with
orders for coal and increasingly base
metals applications. The successful
commissioning of the technology at
TeckCominco’s Red Dog mine, an order
from Oxiana’s Prominent Hill and numerous
promising test programmes have shown
the growing interest by base metals
producers for the fameson Cell™.

Tankhouse Technology (ISAPROCESS™
and KIDD PROCESS)

Buoyant markel conditions continued
throughout 2007 for both ISA and KIDD
technology offerings. The group realised a
42% increase in revenue in 2007, the first
full year for the combined ISA and KIDD
technologies, following the Falconbridge
acquisition. There were record cathode
sales from the Townsville manufacturing
facility and the Calama site in Chile, where
cathodes are manufactured under licence.

Xstrata Process Support (XPS)

Demand from Xstrata's operations continued
to be strong for Xstrata Process Supports
expertise. External customers accounted for
10% of total revenue in 2007, this
proportion is expected to increase as Xstrata
Process Support continues to commercialise
its unique expertise. From 1 January 2008,
Xstrata Process Support financial results will
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Statutory .

Financial Data* Statutory

Year ended ‘Year ended
im iﬂ 31.12.07 31.12.06
Revenue 217 120
EBITDA a7 26
Deprecigtion and amortisaticn (4) (4)
EBIT LE] 22
Capital employed 22 46
Capital expenditure 4. 2

*This data applies only to Xstrata Technalogy. During 2007, Xstrata Process Suppont was integrated into the newly
Xstrata Process Support will be accounted for within Xstrata Technology Services.

formed Xstrata Technology Services, From 1 January 2008,

be included in Xstrata Technology Services
reporting.

XPS provides high value technical services
through four separate groups:

Process Mineralogy

Process Mineralogy is @ mineral processing
and mineral science group that utilises
quantitative mineralogy, sampling, statistics
and flotation test work to maximise metal
recoveries to add value 1o new mine
projects and existing operations. Process
Mineralogy helped to increase the net
oresent value of Xstrata Nickel's Kabanga
project by impraving flow sheet
development and advancement, supported
by a pilot plant demonstration. Al the
Raglan concentrator, Process Mineralogy
improved metal recoveries through
xanthate trials and achieved production

A wireless pen-table sysiem at Minera Alumbrera’s drill core storage facility

gains at the Monicalm operations after
Process Mineralogy's process survey
recommendations were implemented.

Extractive Metallurgy

Extractive Metallurgy provides expert
pyrometallurgical and hydrometallurgical
services to smelters and refineries. 1n
2007, Exiractive Matallurgy's primary
client was Xstrata Nickel, where key area
of value creation and risk mitigation were
implemented at the Falconde ferronickel
smelter, the Araguaia laterite project, the
Sudbury smelter and through supporting
the business development group in
Toronto. Extractive Metallurgy also
provided pyrometallurgical assistance to
Xstrata Copper at Mount lsa and

hydrometallurgy test work was completed

for the Altonorte operation.

Process Control

In 2007, Process Control provided services
in process control development for
mineral and metallurgical processes
primarily to Xstrata Nickel and Xstrata
Copper’s global operations. Significant
production gains were achieved at Raglan
through the introduction of automatic mill
feed control and the Sudbury operations
achieved optimum throughput. Electric arc
furnace controllers reduced average
power deviation at the Fafcondo nickel
smelter and substantial process control
improvements developed at the Kidd
operations. The Process Control group
also provided assistance to the Altonorte
and Mount Isa smelters.

Materials Technology

Materials Technology provides materials
of construction selection, equipment
construction specifications, quality
assurance, plant reliability inspections and
root cause failure analyses. Materials
Technology makes important ongoing
contributions to asset management,

plant reliability and safety, particularly

for sulphuric acid plants, storage tanks,
and process equipment subject to high
temperature and wear, Materials
Technology expanded established client
bases at Xstrata's Canadian and Chilean
operations in 2007 to include Mount ksa in
Australia and a number of external clients.
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Annual
production 100% 100%

capacity Production Production Accounting
Name of operation Qwnership  (Full plan/time basis) 2007 2006 status Location
Xstrata Alloys
Boshoek plant 79.5% " 240kt 192kt 193kt | Joint venture Boshoek, South Africa
Lion plant 79.5% 360kt 230kt 44kt | Joint venture Steelpoont, South Africa
Lydenburg plani 69.6% 396kt 341kt 379kt | Joint venture |  Lydenburg, South Africa
fustenburg plant 79.5% 430kt 81k 316kt | Joint venture | Rustenburg, South Africa
Wonderkop plant 79.5% 553kt 389kt 249kt { Joint venture Marikana, South Alrica
Boshoek opencast mine 79.5% 1,800k1 602kt - | laint venture’ Boshoek, South Africa
Chrome Eden mine 79.5% 96kt - - | Joint venture Pilansberg, South Africa
Harizon mine 79.5% 180kt 68kt 74kt | Joint venture Filansberg, South Africa
Kroondal mine 79.5% 1,920kt 1,266kt 1,363kt | Joint venture § Rustenburg, South Africa
Kroondal epencast mine 79.5% 540kt 126kt 264kt | joint venture 1 Rustenburg, South Africa
Thorndiffe mine 79.5% 1,440kt 1,195kt 1,202kt | Joint venture Steelpoon, South Africa
Helena mine 79.5% 600kt 335kt 228kt { Joint venture Steetpoort, South Africa
Waterval ming 79.5% 480kt - - | Joint venture | Rustenburg, South Africa
AR
Swazi Vanadium FeV 100% 2,400k kg - - Subsidiary Maloma, Swaziland
Maloma mine 75% 660kt 411kt 432kt Subsidiary Maloma, Swazitand
Zhar Technologies 100% 112kt 103kt 96kt Subsidiary Witbank, South Africa
African Carbon Manufacturers 100%, 153k 126kt 112kt Subsidiary Witbank, South Africa
African Carbon Producers 100%, 158kt 143kt 132kt Subsidiary witbank, South Africa
African Fine Carbon 100% 156kt 143kt 94kt Subsidiary | Middelburg, South Africa
African Carbon Union 74% 133kt 114kt 88kt Subsidiary Witbank, South Africa
Mototolo 37% 240k oz 171k oz 23k oz | Joint venture Steetpoort, South Africa
Eland 74% 240k oz 14k oz - Subsidiary Brits, South Africa
Xstrata Coal
Americas
Cerrejon 33.3% 31,000kt 29,626kt 28,430kt | loint venture Colombia
Australia
Cumnock 90% 1,100kt 944kt 1,038kt | Joint venture Hunter Valley
Liddell 67.5% 3,000kt 3,182kt 2,980kt | Joint venture Hunter Valley
Macquarie Coal JV
- West walkend 80% 2,400kt 1,961kt 2,210kt | Joint venture Newcastle
- Westside 80% 700kt 895kt 780kt | loint venture Newcastle
Mt Owen 100% 6,500kt 5,062kt 5,574kt Subsidiary Hunter Valley
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Annual
production 100% 100%

capacity Production Production Accounting
Name of gperation Ownership  (Full plantime basis) 2007 2006 status Location
Ravensworth operations 100% 4,000kt 4,042kt 4,302kt Subsidiary Hunter Valley
Oakbridge Group
- Baal Bone 74.1% 2,500kt 1,481kt 981kt Subsidiary Western Coal Fields
— Beltana 68.3% 5,000kt 5,418k 4,877kt | Joint venture Hunter Valley
- Bulga 68.3% 6,000kt 5,267kt 5,573kt | Joint venture Hunter Valley
Tahmoor 100% 2,300kt 257kt - Subsidiary Southern Coal Fields
Ulan .
= Ulan Underground 90% 5,000kt ENAE] 2‘,482k| Joint venture Western Coal Fields
= Ulan Open cast 50% 1,700kt 1,924 2,863kt | Joint venture Western Coal Fields
United 95% 2,400 2,513kt | 2,276kt | Joint venture Huntes Valley
Oaky Creek 55% 8,700kt 7,998kt 7‘,325kt Joint venture Bowen Basin
Newlands
- Thermal 55% 7,700kt 4,741kt 6,374kt | Joint venture . Bowen Basin
- Coking 55% 1,200kt 2,430kt 11097kt | Joint veniure Bowen Basin
Collinsville
— Thermal 55% 3,600kt 2,551kt 21976kt | Joint venture Bowen Basin
- Coking 55% 1,700kt 1,841kt 11666kt | Joint venture Bowen Basin
Rolleston 75% 8,000kt 6,773kt 41901kt | Joint venture Bowen Basin
South Africa
iMpunzi Division
~ Opencut 79.8% 2,400kt 4,256kt 1)950kt Subsidiary Witbank
- Underground 79.8% 2,700k 2,500kt 2)630K Subsidiary Witbank
Mpumalanga Davision
- Spitzkep 79.8% 1,400kt 1,017kt 762kt Subsidiary Ermelo
- Tselentis 79.8% 1,900kt 1,801kt 11858kt Subsidiary Breyten
Southstock
= Opencut 79.8% 600kt 597kt - Subsidiary Witbank
- Underground 79.8% 4,200kt 4,472kt 4378kt Subsidiary Witbank
Tweefontein Division
~ Opencut 79.8% 500kt 1,557kt 2 {188kt Subsidiary Witbank
= Underground 79.8% 4,600kt 3,554kt 4,042 Subsidiary Witbank
Goedgevonden 74% 6,700 k1 1,685kt 1,047kt | Joint venture Witbank
Mines operated by W partners
- Douglas/Middelburg 12.8% 25,500kt 21,888kt 21,906kt | Joint venture Witbank/Middelburg
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Annual
production 100% 100%
capacity Production Production Accounting
MName of opeation Ownership  (Full plan/iime basis) 2007 2006 status Location
Xstrata Copper
Argentina
Alumbrera 50% 40mt ore 38.6mt 36.4m Subsidiary Catamarca, Argenting
190kt Cu in cong 180.2kt Cu | 180.1kt Cu
850koz Au in conc 540.7koz Au 567.7kaz Au
50koz Au in dore 74.4%koz Au | 73.4koz Au
Australia
Mount isa 100% 6.5mt are 6.0mt 6.2mt Subsidiary | Narth West Queensland,
190kt Cu in conc 172.6kt Cu 194kt Cu Ausiralia
240kt Cu in anode 2179kt Cu 213kt Cu
Ernest Henry 100% 11mt ore 11.5mt 10.8mt Subsidiary | North West Queensland,
115kt Cu in cong 95.8kt Cu 84kt Cu Australia
120koz Au in cong 123.3koz Au | 106koz Au
Townsville Refinery 1009% | 280kt Cu cathode 2320kt Cu 209kt Cu Subsidiary North Queensland,
Australia
Canada
CCR 100% | 370kt Cu cathode 319.6kt Cu | 368.3kt Cu Subsidiary Quebec, Canada
Horne 100% | 180kt Cu in anode 177.3kt Cu § 185.0xt Cu Subsidiary Quebec, Canada
Kidd Creek 100% 50kt Cu in conc 46.6kt Cu 50.4kt Cu Subsidiary Ontario, Canada
150kt Cu in anode 1278kt Cu | 1279kt Cu
Chile
Altonorte 100%{ 290kt Cu in anode 272.8kt Cu | 282.0kt Cu Subsidiary | Antofagasta Region, Chile
Collahuasi 4% 48m1 ore 62mt S4amt | Joint venture Tarapaca Region, Chile
400kt Cu in cong 393.9kt Cu | 380.2kt Cu
60kt Cu cathode 58.2kt Cu 59.8kt Cu
Lomas Bayas 100% 13.5mt ore 13.1mt 14.4mt Subsidiary | Antofagasta Region, Chile
&5kt Cu cathode 61.4kt Cu 64,3kt Cu
Peru
Antamina 94.95 33.75% 35mt ore 36.6mt 33.2mt Joint venture
Ancash Region, Peru
{joint with Xstrata Zinc) 380kt Cu in conc 3299kt Cu | 384.2kt Cu
Tintaya 100% 10mt ore 11.8mt 10.7mt Subsidiary Espinar Province, Peru
85kt Cu in cong 83.8k 78.3kt
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Annual
production 100% 100%
capacity Production Prxduction Accounting
Name of operation Ownership  {Full planitime basis) 2007 2006 status Location
Xstrata Nickel
Canada
Maontcalm 100% 875kt are 941kt ore 891kt ore Subsidiary Ontario, Canada
11kt nickel in 10kt nickel in {11kt fickel in
concenirate concentrate conqenuate
Sudbury 100% 3.0mt ore 2.2mt ore Z.émt ore Subsidiary Ontario, Canada
130kt nickel- 122k1 nickel- |1 12kti nickel-
copper matte copper matte jcopper matte
Raglan 100% t.imt ore 1.2mt ore 1.1mt ore Subsidiary Quebec, Canada
26kt Niin 26kt Niin 24kt Ni in
concentrate concentrate | concentrate
Dominican Republic
Falcondo B5.3% 4,1mt ore 4.imtore [ 4.1mtore Subsidiary Bonao,
29kt Ni 29.1kL Ni 29,7kt Ni Oominican Republic
in FeNi in FeNi n FeNi
Norway
Nikkelverk 100% 87kt Ni 87 .6kt Ni 82.0kt Ni Subsidiary Kristiansand, Norway
39kt Cu 34.2kt Cu 399kt Cu
5.2kt cabalt 3.9kt Co 48kt Co
Xstrata Zinc
Australia
Lennard Shelf S0% 55kt Zn in conc 42kt 2n in conc Onicare & | Joint venture Western Australia
13kt Pp in conc | 12,4kt Pb in conc |mainténance
McArthur River 100% 1.9mt ore 1.9mt I.Blmt ore Subsidiary Northern Territory,
138kt Zn in conc 138kt In 136kt Zn Australia
Mount Isa 100% 6.5mt ore 5.1mt ore 4.6mt Subsidiary North West
305kt Zn in conc | 227kt Zn in conc 21pkt Zn Queensland, Austratia
170kt Pb in bullion {126kt Pb in bullion 118kt Pb
3001 Ag in bullion | 234t Ag in bullion 195t Ag
Canada
Brunswick Mine 100% 3.6mt ore 3.4mt ore 3.6mt Subsidiary | New Brunswick, Canada
275kt Znin conc | 252Xt Zn in conc 272kt
80Ckt Pb in cong 70kt Pb in conc 79%1
210t Agin conc | 195t Ag in conc 219
8kt Cu in conc 8kt Cu in conc 9kt
Brunswick Smelting 100% | 110kt refined fead |70.7kt refined lead 69.7kt Pb Subsidiary | New Brunswick, Canada
4501 silver doré 155t sitver doré 2 {2: Ag
CE2 Refinery 25% 298kt Zn 292kt Zn Zgékl Zn Associate Quebec, Canada
General Smelting 100% 25kt Zn 8k1 Zn 1Pkt Zn Subsidiary Quebec, Canada
and Pb and Pb alnd Pb
foundry foundry foundry
products products pr&ducts
Kidd Creek Refinery 100% 153kt Zn 143kt Zn 151kt Zn Subsidiary Ontario, Canada
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Annual
production 100% 100%
capacity Production Production Aceounting
Name of gperation Ownership  (Full planfime basis) 2007 2006 slatus Location
Germany
Mordenham 100% 157kt Zn 150kt Zn 151kt Zn Subsidiary Nerdenham, Germany
151kt 144kt 145kt
saleable Zn saleable Zn | saleabte Zn
Peru
Antamina 33.75% 35m1t ore 292kt Zn 156kt Zn { Joint venture Ancash, Peru
(joint with Xstrata Copper) 335kt Zn
Spain
San Juan de Nieva 100% 507kt Zn 478kt Zn 503kt Zn Subsidiary Asturias, Spain
487kt 458kt 482kt
saleable Zn saleable Zn | saleable In
Hinpjedo 100% 47kt calcine 37kt calcine | 47kt calcine Subsidiary Cantabria, Spain
31kt SO2 24kt S0O2 31kt SO2
Arnao 100% 24kt Zn0 10kt ZnO 24kt In0 Subsidiary Asturias, Spain
UK
Northfleet 100% 180kt 119kt 162kt Subsidiary Narthileet, UK
primary Pb primary Pb | primary Pb
3981 Ag 1811 Ag 255t Ag
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01| Willy Strothotte,

aged 63, has been Chairman of
Xstrata since February 2002. From
1961 10 1978 Mr Suothotte held
various positions with responsibility for
internationa! trading in metals and
minerals in Germany, Belgium and the
USA. In 1578, Mr Strothotte joined
Glencore internationa!, taking up

the position of Head of Metaks

and Minerak in 1984. Mr Strothotte
was appointed Chief Executive Officer
of Glencore in 1993 and held the
combined positions of Chairman and
Chief Executive Officer from 1994
untll 2001, when the roles of Chairman
and Chief Executive were split

Mr Strothotte has been Chairman

of Xsizata AG since 1994, is the
Chairman of Glencore Intemational
and & currently a director of Century
Aluminium Corporation and Minara
Resources Limited.

02 j Mick Davis, aged 50, is the
Chief Executive of Xstrata, Mr Davis
was appointed as Chief Executive of
Xstrata AG in October 2001, and was
appeinted to the Board of Xstrata in
February 2002. Previously, Mr Davis
was Chief Financial Officer and an
executive director of Billiton Plg,
appointed in July 1997, and served
as Executive Chairman of Ingwe Coal
Corporation Limited from 1995.

He joined Gencor Limited n early
1994 from Eskom, the South African
state-owned electricity utility, where
he was an executive director.

03 | David Rough, aged 57,

was appointed to the Board of Xstrata
in Apiil 2002, is Deputy Chairman,
the Senior independent director

and Chairman of the Nominations
Committee. Mr Rough was a director
of Legal & General Group Pk before
retiring in June 2002, As Group
director {investments), Mr Rough
headed a¥! aspects of fund
management within Legal & General
tnwestments. Mr Rough is currently a
director of Land Securities plc and
Brown, Shipley & Co Ltd.

04 | Ivan Glasenberg, aged 51,
was appointed to the Board of Xstrata
in February 2002. Mr Glasenberg is
Chief Executive Officer of Glencore

"International, which he jeined in

1984. He worked in the coal
department of Glencore in South
Africa for three years and in Austrakia
for two years. From 1989 to 1990,
he managed Glencore International’s
Hong Xong and Beijing offices.

In 1991 he became Head of the
Glencore Coal Department and

in 2002 Chiet Executive Officer

of Glencore International. He is

also cutrently a director of Minara
Resources Limited.

05 | Paul Hazen, aged 66, was
appointed a director of Xstrata in
February 2002. My Hazen is 3 former
Chairman and CEO of Wells Fargo
and Company from which he retired
in April 2001 as Chairman after

a 30-year career with the bank.

He was also a director of Phelps
Dodge Corporation until February
2003 and Deputy Chairman and Lead
Indepandent director of Vodafone
Group Pi¢ yntil July 2006, Mr Hazen
is currently Chairman of AccelKKR
and of KKR Financial Corp. He joined
the Board of Xstrata AG in May 2000,
serves as Lead Independent director
of Safeway, Inc. and is a director of
Willis Group Holdings Ltd.

06 | Robert MacDonnell, aged
70, was appointed to the Board of
Xstrata in February 2002. Prior to
joining Kohlberg Kravis Roberts & Co.
in 1976, Mr MacDonnell was 2
Managemant Consultant at Arthur
Andersen & Co. He subseguantly
tormed his own firm, which
specialised in smali management
buyauts. Mr MacDonnelt became
the first non-founding partner of
KKR in 1982 and participated in
wvirtually all investment dedsions until
the firm expanded in the late 1980s.
Mr MacDaonnell joined the Board of
Xstrata AG in May 1997 and is also
currently a director of Safeway, Inc.

07 | Trevor Reid, aged 47, is the
Chiet Financial Officer of Xstrata.

Mr Reid joined Xstrata AG in January
2002, and was appointed to the
Board of Xstrata in February 2002.
Prior 10 joining Xstrata, he was Global
Head of Resource Banking at the
Standard Bank Group. He joined

the Standard Bank Group in 1997
from Warrior International Limited,

a corporate finance boutique
spedialising in the minerals sector,

08 | Sir Steve Robson CB,

aged 64, was 3ppointed to the Board
of Xstrata in February 2002 and is
Chairman of the Audit Committee.
Sir Steve retired as Second Permanent
Secretary at HM Treasury in January
2001. He had joined HM Treasury
after leaving university. His early
cateer included a period as Private
Secretary to the Chancellor of the
Exchequer and a two-year
secondment 10 Investors in thdustry
ple (3i). From 1987 until his
retirement, his responsibilities
included the legal framework for
requlation of the UK financial services
industry, public private partnerships,
procuremnent policy induding the
private finance initiative and the
Treasury's enterprises and growth
unit. Sir Steve 1 a director of
IPMorgan Carenove Holdings,
Partnerships UK plc and The Royal
Bank of Scotland Group plc

09 | 1an Strachan, aged 64, was
appointed 1o the Board of Xstrata

in May 2003 and is the Chairman of
the Health, Safety, Environment and
Community Committee. Mr Strachan
is a director of Reuters Group plc,
Johnson Matthey plc, Rolls-Royce

plc and Transocean inc. Mr Strachan
was Chairman of Instinel Group from
2003 10 2005 and Chief Executive

of BTR plc from 1996 to 1999.

Mr Strachan joined Rio Tinto plc
(formerly RTZ pk) as CFO in 1987,
and was Deputy Chief Executive
from 1991 to 1995,
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10 | Santiago Zaldumbide,
aged 65, 15 an executive direcior of
Xstrata, Chief Executive of Xstratla
Zinc and Executive Chairman of
Asturiana de Zinc. Mr Zaldumbide
was appointed 1o the Board of
Xstrala in February 2002, He is a
previous Chief Executive Officer and
director of Union Explosivos Rio Tinto
and of Petroleos del Norte. tn 1990,
Petrolegs del Norte became part

of the Repsal Oil Group where

Mr Zaldumbicde was responsible

for establishing the international
structure of the entarged Repsol Oil
Group. In 1994 he was appointed
Chief Executive Officer of the
Corporacién Industrial de Banesto
and, in Decemnber 1997, Chairman
and Chief Executive Officer of
Asturiana de Zin¢. Mr Zaldumbide
& also 3 member of the European
Advisory Council of Air Products
and C hemicals, Inc. and a director
of ThyssenKrupp SA.
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Executive Committee
Mick Davis

Chief Executive

Trevor Reid

Chief Financia! Officer
Santiago Zaldumbide
Chief Executive Xstrata Zinc

Executive Management

Xstrata Alloys
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Directors’ Report

.

Results and dividends
The Group's financial results are set out in the Financial Information section and in the Financial Review section of this report.

The Board recommends a final dividend of 34¢ per share amounting 1o $326 million. The total 2007 dividend is 3479 million or 50¢ per
share (2006 $373 million or 41.6¢ per share). The shareholders will be asked to approve the dividend at the Annual General Meeting on
6 May 2008, for payment on 16 May 2008 to ordinary shareholders whose names were an the register on 25 April 2008.

Principat activities

Xstrata is a major global diversified mining group, listed on the London and Swiss stock exchanges with its headquarters in Zug,
Switzerland. Additional information on the Group’s operations is provided in the Business Review, Financial Review and Operational
Review sections of this report.

Review of the business, future developments and post balance sheet events
A review of the business and the future developments of the Group is presented in the Chairman’s Statement, Chief Executive’s Report
and the Business Review from page 2 to page 92.

A full description of acquisitions, disposals, and changes to Group companies undertaken during the year, including post balance sheet
events, is included in the Financial Review on pages 40 to 53.

Exploration and research, development
The Group business units carry out exploration and research and development activities that are necessary to support and expand their

operations.

Financial instruments
The Group's financial risk management objectives and policies are discussed on pages 4G to 53 of the Financial Review and in Note 36

of the Financial Statements.

Health, safety, environment & community (HSEC)

An overview of Xstrata's health, safety and environmental performance and community participation is presented in the Business Review
section of this report on pages 20 to 27, A separate Sustainability report is published to provide more detailed information and is available
al www-xsirata.com '

Palitical and charitable donations

In accordance with Xstrata's policy, no political donations were made in 2007. Xstrata's corporate social involvement expenditure supports
initiatives that benefit the communities local to the Group's operations in the areas of health, education, sport and the arts, community
development, job creation and enterprise. In 2007, Xstrata set aside $102 million for CSi initiatives. Donations during the year to UK
registered charities totalled £1,266,250.

Employee policies and involvement
The Group's policy and performance regarding employee involvement, disabled employees, labour relations and employee share schemes
is described in the Business Review section of this report on pages 15 1o 27.

Corporate governance
A report on comporate governance and compliance with the provisions of the Combined Code is set out on pages 110 to 120.
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Directors and their interests
The directors as at 31 December 2007 were;

Retirerment by
Director Position First appainted Re-slected rolation at AGM
Mick Davis Chief Executive | 25 February 2002 8 May 2007
van Glasenberg Non-executive 25 February 2002 9 May 2006
Paul Hazen Non-executive*| 25 February 2002 9 May 2005 Standing for
re-glection
Robert MacDonnell Non-executive*! 25 February 2002 9 May 2006
Trevor Reid Chief Financial Officer 25 February q‘OOZ 8 May 2007
Sir Steve Robson Non-executive*| 25 February 2002 B May 2007
David Rough Deputy Chairman,
Senior Independent director
and non-execuiive” 1 April 2002 8 May 2007
lan Strachan Non-executive* 8 May 2003 9 May 2005 Standing for
re-election
Willy Strothotte Chairman and non-executive 25 February 2002 9 May 2005 Standing for
re-election
Santiago Zaldumbide Executive 25 February 2002 9 May 2007
*Denotes independent director

In addition to the directors listed above, Dr Fred Roux was a director until his resignation on

Appointment of directors
The rules for the replacement and appointment of directors are set out in the Articles of As
the shareholders of the Company by ordinary resolution and not by the Board of Directors.
which the Company is a party with Glencore International AG ("Glencore™} dated 20 March
{as such term is defined in the Agreement), can nominate up to three directors or {if lower ¢
one less than the number of directors who are independent directors.

At every Annual General Meeting of Xstrata, one-third of the directors or if their number is

7 August 2007.

ociation. Directors may only be appointed by
Under the terms of 3 Relationship Agreement to
2002, Glencore, as a controlling shareholder
o higher) such number of directors equal to

not three or a multiple of three, the number

nearest to one-third, but at least one, must retire by rotation. The directors to retire are those who have been longest in office. Any director
wha has, at the start of the Annual General Meeting, been in office for more than three years since his last appointment or reappoiniment

shall retire at the Annual General Meeting. As between those who were appointed or reapp

(unless they otherwise agree) determined by lot. A retiring director is eligible for re-election.

In accordance with the Acticles of Association, three directors will retire and offer themselve

ointed on the same day, those (o retire are

for re-election at the forthcoming Annual

General Meeting. Details of the resolutions that will be put to the Annual General Meeting are given in the Notice of Annual General
Meeting. Further details about the directors and their roles within the Group are given in the directors’ biographies on page 99.
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Powers of the directors

Subject to the Company’s Memorandum and Articles of Association, UK legislation, and 10 any directions given by speciat resolution, the
business of the Company is managed by the Board which may exercise all the powers of the Company. The Articles of Association contain
specific provisions concerning the Company's power to borrow money and also provide the power 10 make purchases of any of its own
shares. The directors have no existing authority to purchase the Company's awn shares. The directors have been authorised to allot and
issue ordinary shares, These powers are exercised under authority of resolutions of the Company passed at its Annual General Meeting.
Further details of the authorities the Company will be seeking at the next Annual General Meeting to issue and allot ordinary shares of

$0.50 each are set out on page 108 of this report.

Details of interests in the share capita! of the Company of those directors in office as at 31 December 2007 are given below. As of the date
of this report, there have been no changes. None of the shares were held non-beneficially. No director was interested in the shares of any

subsidiary Company.

QOrdinary Ordinary Ordinary Ordinary
shares heid shares held shares heid shares held
bengeficialty beneficially bensficially beneficially

as at aal asat as a1

V lanuary 31 December 1 January 31 Decemnber

Name of director 2007 2007 Name of director 2007 2007
Executive Non-executive

Mick Davis 165,173 195,173 Ivan Glasenberg - -

Trevor Reid - - Paul Hazen 238,213 238,213

Santiago Zaldumbide - - Robert MacDonnell 394,560 304,560

Sir Steve Robson - -

David Rough 13,604 13,604

Willy Strothotte - -

lan Strachan 8,666 8,666

In addition 1o the above interests in shares, the executive directors, along with other employees, also have interests in the share capital of
the Company in the form of conditional rights 1o free shares and options to subscribe for shares and deferred bonus shares. Details of
these interests are disclosed in the Directors’ Remuneration Report on pages 121 to 135,

Share capital

Al the date of this report, the issued share capital of the Company comprised 977,716,921 shares, divided into 977,666,920 ordinary
shares with a nominal value of $0.50 each share, 50,000 deferred shares with a nominal value of £1.00 each share and che special voting
share with a nominal value of $0.50. Further details of the authorised and issued share capital of the Company, including the rights

pertaining 10 each share class, are set out below.

At the Annual General Meeting on 8 May 2007, a resolution was passed reducing the authorised ordinary share caphal of the Company
from $7,554,974,199.00 by the cancellation of 13,609,948,397 authorised but unissued ordinary shares pursuant to section 121(2)e)
of the Companies Act 1985 which resulted in an authorised share capital of $750,000,000.50 and £50,000 divided into 1,500,000,000
ordinary shares of $0.50 each, 50,000 non-voting deferred shares of £1.00 each and one special voting share of $0.50.
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On 15 August 2003 Xstrata Capital Corporation A V.V. (“Xstrata Capital"} issued $600,0(

0,000 3.95% guaranteed convertible bonds due

2010. The bonds were convertible into preference shares issued by Xstrata Capital and thTm exchanged for Xstrala ordinary shares. During
the course of the year, notice was given in respect of 214,419 bonds to convert them into Xstrata Capital preference shares which were
then exchanged into Xstrata ordinary shares. The total number of shares issued in the year resulting from these conversions totalled

24,516,537 shares. Following these conversions, no further bonds remain outstanding.

On 16 October 2006, the Financial Services Authority as UK Listing Authority approved th
btocklisting of 13,575,432 ordinary shares of $0.50 each to be issued upon conversion of
Guaranteed Convertible Bonds due 2017,

The ordinary issued share capital was increased on 31 January 2007 when the directors is
of 30.50 each to K.8. (C.1.) Nominees Limited. The ordinary issued share capita! was furth

e admission to the Official List by way of
the Xstrata Capital Carporation A VV. 4%

ued and allotted four million new ordinary shares
or increased on 16 January 2008 when the

directors issued and allotted six million new ordinary shares of $0.50 each to K.B. (C.1.) Nominees Limited. Both issues were made for the
purposes of the Company’s Employee Share Ownership Trust, an employees' share scheme. The four million and six million new ordinary

shares rank pari passu with the existing ordinary shares, trade on the London $tock Excha
Official List on 7 February 2007 and 22 January 2008 respectively.

The Company has in place an equity capital management programme ("ECMP") under wh
Company can be purchased in the market by Batiss Investments Limited (“Batiss”). During
shares of $0.50 each in Xstrata through the ECMP. On 18 March 2008, the toial number
ordinary shares or 0.95% of Xstrata's issued ordinary share capital.

Share rights

ﬁge and the SWX and were admitted to the

ich up to 10% of the issued share capital of the
the course of the year, Batiss purchased ordinary
f shares held by Batiss amounts to 9,310,000

The rights and obligations attached to the Company’s ordinary shares are set out in the Ar}icles of Association copies of which can be
obtained from Compantes House in the UK or by writing to the Company Secretary. Subject to the Companies Acts {as defined in the
Articles of Association), and without prejudice to any rights attached to any existing shares or class of shares, any share may be issued with

such rights or restrictions as the Company may by ordinary resolution determine or, subjec
Board may determine.

Ordinary shares
Haolders of ordinary shares are entitled to attend and speak at general meetings of the Com

rights, Holders of ordinary shares may receive a dividend and on a winding up may share in

Deferred shares

to and in default of such determination, as the

pany, and to appoint proxies to exercise their
the assets of the Company.

The holders of deferred shares do not have the right o receive notice of any general meeting of the Company nor the right to attend,

speak of vote at any such general meeting. The deferred shares have no rights 1o dividends

and, on a winding-up or other return of capital,

entitle the holder only 1o the repayment of the amounts paid upon such shares after repayment of the nominal amount paid up on the
ordinary shares, the nominal amount paid up on the special voting share plus the payment of GBP100,000 per ordinary share. The Campany

may, at its option, redeem all of the deferred shares in issue at any time (but subject to the
Act 1985) at a price not exceeding GBP1.00 for each share redeemed to be paid to the rele

minimum capital requirement of the Companies
van! registered holders of the shares,
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Special voting share

Certain rights, that are inalienable under Swiss law, have been preserved in the Xstrata plc Articles of Association by creating a special
voting share that carries weighted voting rights sufficient to defeat any resolution which could amend or remove these entrenched rights.
The holder of the special voting share is the Law Debenture Trust Corporatien plc which has entered into a voting agreement with the
Company, specifying the conditions upon which it is entitled to exercise its right to vote. The special voting share does not carry a right to
receive dividends and is entitled to no more than the amount of capital paid up in the event of liquidation.

Shares held by Xstrata plc Employee Share Ownership Trusts

At 31 December 2007, the trustee of the Xstrata plc Employee Share Ownership Trusts, which is an independent trustee, held 3,461,913
shares under the terms of the trusts for the benefit of employees and former employees of the Company. The trusts are discretionary trusts
and the shares are held to meet employees” entitlements under the Company’s Long Term Incentive Plan and Service Contract Arrangements.
Employees have no voting tights in relation to the shares while they are held in trust, The trustee has full discretion to exercise the voting
rights or to abstain from voting. Shares acquired by employees through the Company’s Long Term Incentive Plan rank pari passu with
shares in issue and have no special rights.

Voting rights

Subject to the rights and restrictions attached to any class of shares:

() on a show of hands, every member present in person or by proxy has one vote {except that neither the holder of the special voting
share nor any holder of deferred share{s} is entitled to vote) and a proxy appointed by a member on behalf of such member’s
shareholding shall also have one vote;

(i) on a poli:

(A} every member present in person or by proxy (except the holder of the special voting share and any holder of the deferred share(s)
shall have:
i} one vote for each fully paid share;
(i) for such partly-paid share, such proportion of the votes atiached to a fully paid share as would mean that such proportion
is the same as the proportion of the amount paid up on the total issue price of that share:
(8) the holder of the spedial voting share shall, on an Entrenched Rights Action, have encugh votes 1o defeal the resolution but,
on all other decisions, shall have no votes; and
(C) the holders of the deferred shares shall not be entitled to vote.

Restrictions on transfer of shares
There are no restrictions on the transfer of ordinary shares in the Company other than;

(i) the right of the Board to refuse to register the transfer of a centificated share which is not a fully paid share provided that the refusal
does not prevent deatings in shares of that class in the Company from taking place on an open and proper basis. The Board may also
refuse to register the transfer of a certificated share, unless the instrument of transfer (a) is lodged, duly stamped {if applicable} with
the Company and (except where the shares are registerad in the name of a recognised person and no certificate shall have been issued
therefor) is accompanied by the relevant share centificate and such other evidence of the right to transfer as the Board may require;
{b} is in respect of one class of share only; and {¢) is in favour of not more than four persons;

{il pursuant to the Company’s share dealing code whereby the directors of the Company require and employees may require approval to
deal in the Company’s shares;

{ii) certain restrictions may from time 1o time be imposed by laws and regulations (for example insider trading laws); and

{iv) where a person whose shares represent at least a 0.25% interest in the Company's shares, has been served with a disclosure notice and
has failed 1o provide the Company with information concerning interests in those shares, except as otherwise provided in the Articles.
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The Company is not aware of any arrangements between sharehalders that may result in
for voting rights.

The Board shall decline to register any transfer of the special voting share unless approve
Company and the holder of the special voting share.

Major interests in shares
On 18 March 2008, the following major interests in the ordinary issued shares of $0.50 e
to the Company:

restrictions on the transfer of ordinary shares and

1in accordance with a voting deed between the

ach of the Company had been notified

Name of shareholder Number of Ordinary shares of $0.50 each % of Ordinary issued share capital
Glencere International AG 336,801,333 34.44
Legal & General Group Plc 29,999,246 3.06

Directors’ liabilities
The Company has granted qualifying third party indemnities to each of its directors agains
defending proceedings brought against them, to the extent permitted by the Companias

of the Company and its subsidiaries are covered by directors and officers liability insurance.

Creditor payment policy and practice

t any liability which attaches to them in
Act 2006. In addition, directors and officers

In view of the international nature of the Group's operations, there is no specific Group-wide policy in respect of payments to suppliers.
Individual operating companies are responsible for agreeing terms and conditions for their business transactions and ensuring that suppliers
are aware of the terms of payment. It is Group policy that payments are made in accordance with those terms, provided that all trading

terms and conditions have been met by the supplier,

Xstrata plc is a holding Company with no business activity other than the helding of inves
creditors at 31 December 2007.

Articles of association

tments in the Group and therefore had no trade

The Company's Articles of Assaciation (adopted by special resolution on 19 March 2002 a

'd amended by special resolution passed on

9 May 2005) may only be amended by special resolution at a general meeting of the sharéholders. At the Annual General Meeting to be
held on & May 2008, resolutions will be put to shareholders proposing the adoption of ne‘rv Articles of Association, as noted on page 108
of this report. A summary of the principal proposed changes can be found in the explanatory notes to the Notice of Annual General Meeting.

The Articles have been drafted so that certain rights that are inalienable under Swiss law and that holders of Xstrata AG shares enjoyed

prior to the Xstrata Initial Public Offering are preserved in the Company subject to the fallg
Articles can always be amended by a special resolution {requiring a 75% majority of those
Consequently, a special voting share has been ¢reated which carries weighted voting rights

amend certain of the Articles ("Entrenched Rights Actions”). The holder of the special vot

wing arrangements. Under English law the
present and voting, in person or by proxy).
; sufficient to defeat any resolution which would

ing share, The Law Debenture Trust Corporation

plc has agreed under a voting agreement with the Company, to exercise its votes to vote against (and so defeat) any resolution to amend

or remove an Entrenched Rights Action except in limited circumstances. This structure has
the Articles.

he effect of entrenching certain rights imo
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Significant agreements
The Companies Act 2006 requires the disclosure of the following significant agreements that contain provisions entitling the counterparties
to exercise termination or other rights in the event of a change of control of the Company:

Relationship Agreement

The Company is pariy to the Relationship Agreement with Glencore International AG (" Glencore*) dated 20 March 2002. Tne Agreement
regulates the continuing refationship between the parties. In particular it ensures that {a} the Company is capable of carrying on its business
independently of Glencore as a controlling shareholder {as such term is defined in the Agreement); {b) transactions and relationships
between Glencore {or any of its subsidiaries or affiliates) and the Company are at an arm’s length and on normal commercial terms; {c)
Glencore shall be entitled to nominate up to three directors or {if lower or higher) such number of directors equal to one less than the
number of directors who are independent directors; and, {d) directors of the Company nominated by Glencore shall not be permitted to
vote on any Board resolution, unless otherwise agreed by the independent directors, to approve any aspect of the Company’s involvement
in or enforcement of any arrangements, agreements or transactions with Glencore or any of its subsidiaries or affiliates. It is expressed that
the Agreement terminates in the event that Glencore ceases to be a controlling shareholder of the Company following a sale or disposal of
shares in the Company or if the Company ceases to be listed on the Official List and traded on the London Stock Exchange.

$4.68 billion Syndicated Facility

On 25 July 2007, the Company entered into a $4.68 billion multicurrency revolving loan facility agreement with, amongst others, Barclays
Capital and The Royal Bank of Scotland plc (as arrangers and bookrunners), Barclays Bank plc (as the facility agent) and the banks and
financial institutions named therein as lenders (the "Syndicated Facilities Agreement”).

Upon a change of control, no borrower may make a further utilisation unless otherwise agreed. The majority lenders, as defined in the
agreement, can also require that the Syndicated Facilities Agreement is immediately terminated and declare that all outstanding loans
become immediately payable. Alternatively, if the majority lenders do not require cancellation, but a specific lender does on the basis of
inernal policy, that particular fender ¢an require that its commitrnents are cancelled and all amounts outstanding in respect of that lender’s
commitments shall become immediately payable.

$2 billion Revolving Loan Facility

On 8 October 2007, the Company entered into a $2 billion multicurrency revolving loan facility agreement with, amongst others, Bardays
Bank plc (as the facility agent) and the banks and financial institutions named therein as lenders. In this agreement, the change of control
provisions are exactly the same as those in the Syndicated Facilities Agreement.

$1.5 billion Revolving Loan Facility

On 6 December 2007, the Company entered into a $1.5 billion multicurrency revolving loan facility agreement with, amongst others,
Barclays Bank plc {as the facility agent) and the banks and financial institutions named therein as lenders. In this agreement, the change
of control provisions are exactly the same as those in the Syndicated Fadilities Agreement,
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$500 million Notes due 2037
On 30 November 2007, Xstrata finance (Canada) Limited issued 3500 million 6.90% no!
(Schweiz} AG and Xstrata Finance (Dubai) Limited. The terms of these notes require Xstrg
each. noteholder to repurchase all or any part of such holder’s notes at a repurchase price
amount of the notes so repurchased plus any accrued and unpaid interest on the princips
repurchase, if both of the following occur:
1) a change of control of the Company (as defined in the terms and conditions of the
2) the notes are rated below investment grade by each of Moody's and 5&P on any da
notice of an arrangement that could result in a change of control {as defined in the
the 60-day period following public notice of the occurrence of a change of control.

Xstrata plc Long Term Incentive Plan
The rules of the Company’s employee share plans set out the consequences of a change
under the plans. Generally such rights will vest on a change of control and participants w
Company o1, in some cases, to the payment of a cash sum of equivalent value.

Annual General Meeting

The Annual General Meeting of the Company will be held at Theater-Casino Zug, Arthers

es due 2037, guaranieed by the Company, Xstrata
ta Finance (Canada) Limited to make an offer to

2 in cash equal 1o 101% of the aggregate principal
al amount of the notes repurchased to the date of

notes), and

e from 30 days prior to the date of the public
terms and conditions of the notes) until the end of

of contro! of the Company on employee’s rights
ill become entitled to acquire shares in the

jtrasse 2-4, Zug, Switzerland on Tuesday,

6 May 2008 at 11:00 am {Central European Summer Time. A live webcast will be provided of the Annual General Meeting through

the Company’s website www.xstrata.com. A telephone dial-in facility will also be provide
dial-in facility and webcast will be available from Xstrata's website www .xstrata.com at le

Special business at the Annual General Meeting

The Notice convening the meeting is sent to shareholders separately with this Report. Res

resolutions 9 to 13 will be special business. These resolutions are:

Resolution 9 gives authority to the directors in accordance with Section 80 of the Compa

l on a listen-only basis. Further details of the
st one week in advance of the meeting.

olutions 1 to 8 are termed ordinary business while

nies Act 1985 (the “Act”) 10 exercise all the

powers of the Company to allot relevant securities (within the meaning of Section 80(2) of the Act) of the Company up to an aggregate

nominal amount of $161,944,486 {equivalent to 323,888,972 ordinary shares o
but unissued share capital and one-third of its issued capital).

This represents one-third of the issued ordinary share capital of the Company as at 31 De

end of the next Annual General Meeting. The Board does not have any present intention
purposes of the Company’s employee share schemes.

Resolution 10 will be proposed as a Special Resolution and will empower the directors to

f $0.50 eb

ch) (being the lesser of the Company’s authorised

cember 2007. The authority extends until the
of exercising this authority other than for the

allot for cash, equity securities of a naminal

amount not exceeding $24,291,673 {equivalent to 48,583,346 ordinary shares of $0.50 (-'iach, representing 5% of the issued share capital)
without first offering such securities to existing ordinary shareholders. The authoarity extends until the end of the next Annua! General

Meeting. Any issue of shares for cash will, however, still be subject to the requirements ¢

Resolutions 11 and 12 will be proposed as Special Resolutions to approve the amendment
following the implementation of certain parts of the Companies Act 2006. An explanatior

given in the circular contained within the Notice convening the meeting.

the UK Listing Authority.

t of certain artides of the Articles of Association
4 of the proposed amendments to the Articles is
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Resolution 13 will be proposed as an Ordinary Resolution to approve changes to the Xstrata plc Added Value Incentive Plan. An explanation
of the proposed changes to the Plan is given in the circular contained within the Notice convening the meeting.

Electronic Proxy Voting

Registered shareholders have the opportunity to submit their votes {or abstain) on all resolutions proposed at the Annual General Meeting
by means of an electronic voting facility operated by the Company's Registrar, Computershare Investor Services plc. This facility can be
accessed by visiting www-uk.computershare.com/investor/Proxy/. As usual, paper proxy cards will be distributed to all registered
shareholders with the Notice of Annual General Meeting.

CREST members who wish to appoint a proxy or proxies through the CREST electzonic proxy appointment service may do 30 by using the
procedures described in the CREST Manual. CREST Personal Members or other CREST sponsored member and those CREST members who
have appointed any voting service provider(s) should refer to their CREST sponsor or voting service provider(s) who will be able to take the
apprapriate action on their behalf, The Company may treat as invalid a CREST proxy instruction in the circumstances set out in Regulation
35(s)(a} of the Uncertificated Securities Regulations 2001.

Electronic copies of the Annual Review and Financial Statements 2007 and other publications

A copy of the 2007 Annual Report {(which includes the Business Review, Operating and Financial Reviews, and Financial Statements,
Directors’ Report, Corporate Governance Report and Remuneration Report), the Notice of the Annual General Meeting, the 2007
Sustainability Report and other corporate publications, reports, press releases and announcements are available on the Company’s
website at www.xstrata.com.

Auditors
A resolution will be put to the members at the forthcoming Annual General Meeting to reappoint Ernst & Young LLP as auditors and to

authorise the Board to determine the auditors’ remuneration.

Disclosure of information to auditors

Having made enquiries of fellow directors and of the Company's auditors, each director confirms that to the best of each director’s
knowledge and belief, there is no information relevant 1o the preparation of their report of which the Company's auditors are unaware;
and, each director has taken all the steps that he ought to have taken as a director in order to make himself aware of any relevant audit
information and to establish that the Company's auditors are aware of the information.

Going concern

The directors believe, after making inquiries that they consider to be appropriate, that the Company has adequate resources to continue
in operational existence for the foreseeable future. For this reason they continue to adopt the going concern basis in preparing the
financial statements.

By order of the Board
Richard Elliston
Company Secretary
18 March 2008
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introduction

The Board is committed to the principle of best practice in corporate governance. This report addresses the status of the Company's
compliance with the principles and provisions of the Combined Code on Corporate Governance published in June 2006. The updated
Combined Code which applies to reporting years beginning on or after 1 November 2006 (“the Code”), details the key policies, processes

and structures that apply within the Group to comply with the Code.

Staternent by the directors on corporate governance policies and compliance with the provisions

of the Combined Code

The Code establishes 14 main Principles of Good Governance, 21 supparting principles and 48 provisions. The Uisting Rules reguire every
listed Company to report on how it applies the principles in the Code, and to confirm that it complies with the Code’s provisions or, where
it does not, to provide an explanation. The Company complied throughout the reporting jperiod with the best practice governance

provisions as set out in Section 1 of the Code, except, as explained below, with regard to

membership of the Remuneration Commitiee

as the Chairman of the Committee is not considered independent and save that no individual member of the Audit Committee has been

identified as having recent and relevant financial experience.

A. Directors
A.1 The Board
The first main principle requires the Company to have an effective Board which is collectiy

ely responsible for its success. Supporting

principles describe the Board's role 1o provide entrepreneurial leadership within a framework of controls that allow risk to be assessed and

managed. The Board should set strategic aims and the Company’s values, ensuring that o
directors have a particular rote in overseeing the development of strategy, scrutinising ma

bligations to shareholders are met. Non-executive
nagement performance and ensuring the integrity

of financial information and systems of risk management. The Board is satisfied that it has met these requirements.

Or Fred Roux resigned from the Board on 7 August 2007. Dr Roux’s resignation reflected his position as Chairman of Impala Platinum
Holdings Limited and consequent potential conflict of interest in the light of Xstrata's achisition of Eland Platinum. There were no other
changes to the membership of the Board during the year. The Board, chaired by Willy Str9thotte, has ten directars, comprising three

executive directors and seven non-executive directors. The three executive directors are Mi

Financial Officer, and Santiago Zaldumbide, Chief Executive of Xstrata Zinc. David Rough,
Deputy Chairman. The non-executive directors possess a range of experience and are of s
judgement to bear on issues of strategy, performance, and resources that are vital to the

Following a search for a new independent non-executive disector conducted on bebhalf of
consultancy and lead by the Nominations Committee, Mr Claude Lamoureux was invited

executive director and will be proposed by the Board for election by the shareholders at ti‘\

Mr Lamoureux has agreed to act as an independent external consultant to the Board with
Mr Lamoureux was until 1 December 2007, President and Chief Executive Officer of the O
a non-executive director on the Board of Northumbrian Water Group pic. He is a former mey
Chartered Accountants, the International Corporate Governance Network and was a co-fou
for Good Governance. With his wealth of experience as an active and successful investor in
in major international infrastructure projects, the Board is confident that Mr Lamoureux will

ck Davis, the Chief Executive, Trevor Reid, Chief
an independent, non-executive director is the
ufficiently high calibre to bring independent
success of the Group.

the Company by an independent search

0 join the Board as an independent non-

e Annual General Meeting on 6 May 2008.
effect from 1 January 2008 until his election.
ntario Teachers’ Pension Plan and serves as

mber of Domtar, the Canadian Institute of

nder and Board member of the Canadian Coalition
both quoted and private companies in Canada and
make a3 significant contribution to the Group.

The Board is responsible for the governance of the Group on behalf of shareholders withi

to achieve those objectives. The Board sets standards of conduct, as documented in an a

3 framework of policies and controls which
provide for effective risk assessment and management. The Board provides leadership and articulates the Company’s objectives and strategy

roved Statement of Business Principles, which

provide an ethical framework for all Xstrata businesses. While the Board focuses on strategic issues, financial performance, risk

management and critical business issues, it also has a formal schedule of matters speciﬁcaily reserved to it for decision. These reserved
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matters which are documented in a comprehensive regime of authorisation levels and prior approval requirements for key corporate
decisions and actions, are reviewed and updated annually by the Board. Such matters reserved 10 the Board include, but are not limited
to, approval of budgets and business plans, major capital expenditure, major acquisitions and disposals, and other key commitments.
Certain powers are delegated by the Board to an Executive Committee which is a Committee of the Board of Xstrata (Schweiz) AG,
the main trading subsidiary of Xstrata plc. This Committee and a description of its powers are described on page 120.

The Company has a policy based on the Model Code published in the Listing Rules, which covers dealings in securities and applies to
directors, persons discharging managerial responsibilities, and employee insiders.

Five scheduled Board meetings were held during the year and four additional meetings were held. Attendance by directors at Board
meetings and at meetings of standing committees of the Board is shown below. In addition, the Chairman held a separate meeting with
the non-executive directors without the executive directors being present and the non-executive directors held a separate meeting without
the Chairman being present. All Board meetings are held in Switzerdand.

There are four formally constituted committees of the Board which meet regularly, each of which has formal terms of reference. These can
be seen on the Company website.

Attendance at Board Meetings and Committees of the Board

Board (9 of Health, Safety,

which 5 were Environment &
Director scheduted) Audit (8) | Remuneration (3) |  Community {4) | Nominations (3)
Mick Davis 9 4
Ivan Glasenberg 9 3
Paul Hazen 8 3
Robert MacDonnell 8 2
Trevor Reid 7
Sir Steve Robson 6 4
David Rough 7 4 3 3
Fred Roux* 3 3
lan Strachan S 3 4
Willy Strothotte 8 3
Santiago Zaldumbide 8
*Unzil his resignation on 7 August 2007

A.2 Chairman and Chief Executive
Another main principle states that there should be a clear division of responsibilities between the running of the Board and executive
responsibility for running the business, so that no one person should have unfettered powers of decision.

A clear separation is maintained between the responsibilities of the Chairman and the Chief Executive. This is documented in a statement
approved by the Board. The Chairman is responsible for leadership of the Board and creating the conditions for overall Beard and individual
director effectiveness while the Chief Executive is responsible for overall performance of the Group induding the responsibility {or arranging
the effective day-to-day management controls gver the running of the Group.
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A.3 Board balance and independence
The Company complies with the requirement of the Code that there should be a balance|of executive and non-executive directors such
that no individual or sma!l group can dominate the Board's decision taking.

Of the seven non-executive directors, five are considered by the Board to be independent of management and free from any business or
other relationship which could materially interfere with the exercise of their independent judgement and two, Willy Strothotte and tvan
Glasenberg are directors of Glencore International AG {“Glencore™). Willy Strothoite is Chairman and van Glasenberq is Chief Executive
Ofificer of Glencore. The Board has considered these associations and considers the industfy expertise and experience of these directors
heneficial to the Group.

David Rough is the Deputy Chairman and the Senior Independent Director. His role and responsibilities as the Senior Independent Director
are detailed in and formalised by Board resolution and, in summary, are that he should belavailable to shareholders to discuss their
concerns where the normal channels would not be appropriate for this purpose, to have contact with analysts and major shareholders to
obtain a balanced understanding of their issues and concerns, to chair the Nomination Cammittee and to lead the Board and director
appraisal process.

The non-executive directors have a particular responsibility to ensure that the strategies proposed by the executive directors are fully
considered. To enable the Board to discharge its duties, alt directors receive appropriate and timely information and briefing papers are
distributed to all directors.

The Board reviews annually the composition and chairmanship ol its standing committees,|namely the Audit, Remuneration, Nomination
and the Health, Safety, Environment and Community Committee.

A.4 Appointments to the Board
The Code requires there to be a formal, rigorous and transparent procedure for the appointment of new directors, which should be made
on merit and against objective criteria. The Nomination Committee fulfils these requirements and its report is set out on page 119.

A5 Information and professional development
Another main principle requires that information of appropriate quality is supplied 10 the B‘oard in a timely manner and that, in addition to
induction pragrammes on joining the Company, directors shoutd regularly update their skills and knowledge.

All directors are made aware that they may take independent professional advice at the expense of the Company in the furtherance of
their duties. All directors had access to the advice and services of the Company Secretary, who is responsible to the Board for ensusing that
all governance matters are complied with and assists with professional development as required.

Arrangements have been approved by the Board to ensure that new directors should receive a full, formal and tailored induction on joining
the Board. In addition, ongoing support and resources are provided to directors in order tojenable them to extend and refresh their skilts,
knowledge and familiarity with the Company. Professional development and training is provided in three complementary ways: regular
updating with information on changes and proposed changes in laws and regulations affedting the Group or its businesses; arrangements,
including site visits, to ensure directors are familiar with the Group’s operations; and oppertunities for prolessional and skills training.
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A.6 Performance evaluation

in accordance with the Code requirement, the Board engaged Egon Zehnder International to undertake a formal review of the Board's
performance and effectiveness and that of its Committees and of its individual directors including the Chairman. The process was based on
in-depth interviews. The results of the evaluation of the Board and of its committees were presented to the Board. The results of individual
director appraisals were discussed with the Chairman, and that of the Chairman, with the Deputy Chairman.

A.7 Re-election of directors
Under the Code, directors should offer themselves for re-election at regular intervals and there should be a planned and progressive

refreshing of the Board.

One-third of all directors are required to retire by rotation at each Annual General Meeting and any director who, at the start of an Annual
General Meeting, has been in office for more than three years since his election must retire. Retiring directors may offer themselves for
re-election. The succession plan was updated and approved by the Board during the year to ensure there was a balance of skills and
experience on the Board and to plan for an orderly refreshing of Board membership. It is propased that Messrs Strothotte, Hazen and
Strachan will retire and will offer themselves for re-election at the Annual General Meeting on 6 May 2008. Following the appraisal of

the non-executive directors, the Board was satisfied that each director's performance continues to be effective and that each director
continues to demonstrate commitment to the role, and recommended the re-election of the three directors.

B. Remuneration
Remuneration is covered in the Remuneration Report on pages 121 to 135 and, with regard to the Remuneration Committee, on pages

118 and 119,

C. Accountability and Audit

C.1 Financial Reporting

The Board is required 1o present a balanced and understandable assessment of the Company's position and prospects. This responsibility
extends to annual and interim reports and other price-sensitive reports and reparts to regulaters as well as to information required to be
presented by statutory requirements,

The Board is mindful of its responsibility to present a balanced and clear assessment of the Company's position and prospects and the
Board is satisfied that it has met this obligation. This assessment is primarily provided in the Chairman’s Statement, the Chiel Executive’s
Report, and the Operating and Financial Review contained in this Report. The Statement of directors’ Responsibilities in respect of the
Consolidated Financial Statements are set out on page 136.

C.2 Internal Control

The Code requires the Campany to maintain a sound system of internal control to safeguard shareholders’ investment and the Company’s
assets. The Board must review, at least annually, the effectiveness of the internal contra! system and report to shareholders that they have
done so. The review should cover all material controls, including financial, operational and compliance controls and risk management systems.

Internal Control

The Board of directors is responsible for the Group’s system of internal control. It annually reviews the effectiveness of the Group's system
of internal conirol and relies on reviews undertaken by the Audit Committee (supported by the Business Unit Audit Committees) with
respect 1o the Group's compliance with the Turnbull Guidance with specific reference to risk management and internal control systems.
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The Audit Committee reviews the process by which risks are identified and assessed and
by considering the regular reports from management on key risks, mitigating actions and

he effectiveness of the system of internal control
internal contrals, management representations

and assertions and the reports on risk management and internal control from Interna! Audit, the External Auditors and other assurance

providers such as Health, Safety, Environmenzal and Community Management.
The principal aim of the system of internal control is the management of business risks th
business objectives with a view to enhancing the value of the shareholders’ investment 2
systems have been designed to manage rather than eliminate the risk of failure 1o achieve
not absolute assurance against material misstatement or loss.

The directors confirm that they have reviewed the effectiveness of the system of internal ¢

Control environmaent

at are significant to the fulfitment of the Group’s
d safeguarding of assets. The internal control
business objectives and provide reasonable but

ontrol,

The key elements and procedures that have been established to provide an effective systefn of internal control are as follows:

(i) Organisational Structure

There is a well-defined organisational siructure with clear operating procedures, lines of rasponsibility and delegated authority. The way the
Group conducts its business, expectations of management and key accountabilities are embodied in the Group’s policies, its Statement of

Business Principles and Board Leve! Authority Limits,

The Group operates a decentralised management model with appropriate autherity delegated 1o Commodity Business Unit Boards for the

Alloys, Coal, Copper, Nickel and Zinc/Lead businesses. The Business Units are responsible §

pr profitability to the level of earnings before

interest and taxation {EBIT). Business Unit Boards meet regularly and cither the Group CEQ or CFO attend as representatives of Head Office.

The Board sets overall policy and delegates the authority to implement that policy to its commodity business units and supporting functions.

Group policies are established by head office management for application across the whol

(i) Risk |dentification and Evaluation

p Group.

The Board considers effective risk management as essential to the achievement of the Grolip’s objectives and has implemented a struciured

and comprehensive system across the Group. The Group Risk Management Policy is publis
as part of the Governance section,

hed on the Xstrata website at www.xstrata.com

The Xstrata approach 1o fisk management is value driven and has the stated objective of epsuring “an envitonment where we can
confidently grow shareholder value through developing and protecting our people, our assets, our environment and our reputation”.
The process is thorough and robust and is an essential element of the Group’s approach ta business planning.

Each commodity business unit and the head office carry out a comprehensive annual risk review and update its risk register accordingly.
Objectives in the business plan are aligned with risks and a summary of the key risks, related internal controls, accountabilities and further

mitigating actions that are planned is appended to the business plan that is reviewed and

Progress against plans, significant changes in the business risk profile and actions taken to

approved by the Executive Committee.

address controls and mitigate risks are

reported quarterly to the Business Unit and Xstrata pic Audit Committees, as well as to the Executive Committee and the Board as

and when necessary.

The output of the process has been reviewed by the Group and Business Unit Audit Commyittees, and accords with the Turnbull Guidance.
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(iii) Information and Financial Reporting Systems

The Group's comprehensive planning and financial reporting procedures include detailed operational budgets for the year ahead and a
three-year rolling plan. The Board reviews and approves the budget and plan. Plans and budgets are prepared on the basis of cansistent
economic assumptions determined by the Group Finance function. Performance is monitored and relevant action taken thraughout the
year through the monthly reporting of key performance indicators, updated forecasts for the year together with information on the key
risk areas.

Comprehensive monthly management reports on a divisional and consolidated basis, including updated forecasts for the year, are prepared
and presented to the Executive Committee by the Group Controller. Detailed consolidated management accounts, together with an
executive summary from the Chief Executive, are circulated to all directors on a monthly basis.

(iv) Investment Appraisal

A budgetary process and authorisation levels requlate capital expenditure. For expenditure beyond specified levels, detailed written
proposals are submitted to the Executive Committee in accordance with board delegated autherity limits. A standardised format is used
that includes a detailed calculation of return on equity. Economic assumptions are consistent with those included in management reports
and budgets and are agreed with Group Finance. Reviews are carried out after the project is completed, and for some projects during the
construction period, 1o monitor progress against plan; major overruns are investigated. Commercial, legal, sustainable development and
financial due diligence wark, using outside consultants, is undertaken in respect of acquisitions as appropriate.

{v) Treasury Committee

A Treasury Committee operates as a sub-committee of the Executive Committee Xstrata {Schweiz) AG. Its membership consists of the

Chief Executive, the Chief Financial Officer, the Group Treasurer and Group Controller. The Committee recommends Group policy, which is
submitted to the Group Beard for approval, relating 1o all aspects of funding, management of interest rate and foreign exchange exposures
and it co-ordinates relationships with banks, rating agencies and other financial institutions. The Committee monitors all significant treasury
activities undertaken by Group companies and ensures compliance with Group policy.

{vi) Internal Audit
internal Audit is an important element of the overall process by which the Executive Committee and the Board obtains the assurance it

requires that risks are being properly identified, managed and controlled. Risk-based internal audit plans, prepared on an annual basis, are
approved by the Audit Committee.

Internal Audit completed a full programme of work in 2007, covering the Business Units and Head Office, focusing in particular on the
moare significant risks and refated internal controls identified in the risk self-assessment process. Findings and agreed actions were reported

to management and to the Audit Committee,

The Group-wide internal audit function is supplemented by services provided as required by KPMG LLP as an outsourced service provider,
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{vii} Fraud Management
There is a formal Group policy relating to fraud management, including reporting and investigation arrangements and, in line with best
praclice, includes whistieblowing procedures. There are independently operated confidentjal hotlines in various countries in which the
Group operates, through which employees or contractors or any other parties can report any breach of Xstrata's Business Principles,
including fraud. The contact details are published in the Statement of Business Principles which can be found on the Xstrata website at
www.xsirata.com/sustainability/policies/businessprinciples. All incidents reported are fully investigated and the results are reported to the
Audit Committee.

C.3 Audit Committee and Auditors
A principle of the Code is that the Board should establish formal and transparent arrangements for considering how it should apply the
financial reporting and internal control principles and for maintaining an appropriate relationship with the external auditors, Ernst & Young
LLP. These responsibilities are delegated to and are discharged by the Audit Commitiee whose work is described on pages 117 and 118.

D. Relations with shareholders
D.1 Dialogue with shareholders
The Company is required to have a dialegue with shareholders, based on the mutual understanding of objectives, and it is the responsibility
of the Board as a whole to ensure that a satisfactory dialogue does take place. The Code r:ecognises that most shareholder contact is with
the Chief Executive and the Chief Financial OHicer. However, the Chairman, the Senior Independent Disector, and other directors as
appropriate, should maintain contact with major shareholders in order to understand theirissues and concerns.

The Board places considerable importance on effective communication with shareholders. The Chief Executive and Chief Financial Officer,
assisted by the Executive General Manager, Corporate Affairs, the General Manager, Group Corporate Affairs and the General Manager,
Investor Relations, maintain regular dialogue with and give briefings throughout the year to analysts and institutional investors and are
involved in a structured programme of investor, analyst and media site visits. Presentations]are given by the Chief Executive and Chief
Financial Officer after the Company’s preliminary announcements of the year-end results and at the half year. Care is taken to ensure that
any price-sensitive information is released to all shareholders, institutional and private, at the same time in accordance with the Disclosure
Rules and Swiss Stock Exchange requirements,

The Senior Independent Director was available to shareholders for any concern which contact with the Group Chairman, Chief Executive
or Chief Financial Officer failed to resolve or for which such contact was inappropriate,

All shareholders can obtain access to the annual report and accounts and other current information about the Company through
the Company's website at www.xstrata.com. The Business Review on pages 15 to 92 inclufles a detailed report on the business and
future developments.

D.2 Constructive use of the Annual General Meeting
All directors normmally attend the Company’s Annual General Meeting and shareholders are invited to ask questions during the meeting and
to meet directors after the formal proceedings have ended. Shareholders at the meeting are advised as to the level of proxy votes received
including percentages for and against and the abstentions in respect aof each resolution following each vote on a show of hands.

At the time of the listing in March 2002, shareholders in the old Xstrata AG were informed that the Company would offer shareholders the
opportunity to attend general meetings in Switzerland where the head office resides, even{though the Company was incorporated and has
its registered office in England. Given this history and the number of shares still held in or tlhmugh Switzerland, the Board continues to
consider it is appropriate for the Annual General Meeting, te be held in Zug, Switzerland. A live webcast will be provided of the Annual
General Meeting through the Company's website www.xstrata.com. A telephone dial in facility will also be provided on a listen-only basis.
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The Board uses the Annual General Meeting to communicate with institutional and private investors and welcomes their participation.
At the Annual General Meeting on 8 May 2007, the Chairman and the Chairmen of the Audit, Remuneration, Nomination and HSEC
Commitiees were present 1o answer questions. Details of the resolutions to be proposed at the Annual General Meeting on 6 May 2008
can be found in the Notice of the Meeting.

In accordance with the Code Provision D.2.4, Notice of the Annual General Meeting and related papers will be sent to shareholders at least
20 working days before the meeting.

Board Committees
The terms of reference of the Audit, Remuneration, Nominations and HSEC Commitiees are available on the Company website.

Audit Commitiee

The Audit Committee assists the Company’s Board of Directors in discharging its responsibilities with regard to financial reporting, external
and internal audits and controls, including reviewing the annual financial statements, considering the scope of the Company's annual
external audit and the extent of non-audit work underiaken by external auditors, approving the internat audit programme, advising on the
appointment of external auditors and reviewing the effectiveness of the Company's internal control systems.

The Code recommends that all members of the Audit Committee should be non-executive directors, all of whom are independent in
character and judgement and free from relationships or circumstances which are likely to affect, or could appear to affect, their judgement
and that at least one member should have recent and relevant financial experience. The Audit Committee comprises independent non-
executive directors, Sir Steve Robson (Chairman of the Committee), David Rough and lan Strachan, and Dr Fred Roux until his resignation in
August 2007. The Board considered membership of the Committee during the year and, while bearing in mind the Code provision that at
least one member of the Audit Committee should have recent and relevant financial experience, declared its satisfaction that the members
of the Committee have requisite skills and attributes, and collectively have sufficient recent and relevant financial experience o discharge its
role and responsibilities, The Board therefore considers that it complies with the intent of the Code recommendations regarding the
composition of the Audit Committee.

The Committee met four times in the year. Four meetings are scheduled for 2008.

The Chief Executive, the Chief Financial Officer, the Group Convaller, a representative of the Company’s external auditors and the Head of
internal Audit attend the meetings. (n order to further enhance communication and best practice, the Committee invites the Chairmen of

the Business Unit Audit Committees and the Chief Executives of the Business Units to attend the Audit Committee meetings from time 10

time. Other directors of the Company and senior management may also, on invitation by the Committee, attend and speak, but not vote

at any meeting of the Committee.

Ouring the year, the Committee:

m Reviewed for submission to the Board, the 2006 annual financial statements, the 2007 interim and, in February 2008, the 2007
annual financial statements and reviewed the external auditor’s detailed reports thereon;

® Reviewed the appropriateness of the Group's accounting policies;

m Reviewed Management Reports prior to approval of the interim and annual accounts. The Management Report covers areas involving
areas of significant judgement, estimation or uncertainty including assessment of fair values, quality of earnings, taxation, treasury,
reserves and resources, legal matters, and the appropriateness of preparing the financial statements on a gaing concern basis;

® Reviewed a report on ore reserves and mineral resources and commissioned a review to evaluate the Procedures and Standards used
by the Business Units, compare these 1o “best in dass™ and ensure consistency among the Business Units and with international standards;
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m  Reviewed reports from the external auditor on issues arising from their work;

®  Reviewed the external auditor's plan and scope for the audit of the Group accounts, and approved their remuneration both for audit
and non-audit work, and their terms of engagement;

® Recommended to the Board the re-appointment of the external auditors following an evaluation of their effectiveness and
confirmation of auditor objectivity and independence;

& Examined the effectiveness of the Company’s risk management system including its risk management process and profile, and the
Company's internal centrol systems and operations, and received reports on internal control raised in Business Unit Management Letters;

®  Approved the statement on the process by which the Committee and the Board reviews the effectiveness of internal control;

B Reviewed the structure and fimits of Group insurance policies which were considered t!) be appropriate;

w Reviewed and approved the Internal Audit plans for 2008, the effectiveness of the ime’mal audit function and, at each meeting,
reviewed the reporis on findings and on progress against recommendations;

B Approved an amendment to its terms of reference to reflect directors” duties as now codified in the Companies Act 2006; and

s Reviewed the whistieblowing arrangements within the Group.

Following each Committee meeting, separate meetings were held by the Committee with the external auditors in the absence of executive
management, with executive management in the absence of the external auditors and with the internal auditor in the absence of executive
management and the external auditors.

The Group has a specific poficy governing the conduct of non-audit work by the external aliudilors which ensures that the Company is in
compliance with the requirements of the Code and the Ethical Standards for Auditors published by the Auditing Practices Board.

The auditors are permitted to provide non-audit services that are not in conflict with auditor independence. Six-monthly reports are made
to the Audit Committee detailing non-audit fees paid to the external auditors. However, prior approval of the Commitiee is required for
each specific service provided by the external auditors. A range of non-audit services have been pre-approved in principle by the Audit
Committee, however, where the fee is likely to be in excess of $100,000 for such services, specific Audit Committee pre-approval is
required, while prior approval of the Chief Financial Officer is required for those pre-approvéd services where the fee is likely to be less
than $100,000.

The Audit Committee is supported and assisted in its work by separate Audit Committees for each Commodity Business Unit in fine with
the decentralised commedity business unit model. The Business Unit Audit Committees are independent of the executive management of
the Business Unit and are chaired by suitably qualified individuals independent of Xstrata. The terms of reference of these Committees
follow those of the Company’s Audit Committee, Meeting dates precede those of the Com;‘:any's Audit Committee and minutes of their
meetings are circulated to the Company's Audit Committee.

Remuneration Committee .
The Remuneration Committee is chaired by Willy Strothotte. As Chairman of the Company and Chairman of Glencore, he is not considered
to be an independent director. The Board regards Willy Strothotte’s membership as critical t¢ the work of the Committee due to his
extensive knowledge and experience of the global mining resources sector. David Rough and Paul Hazen, the other members of the
Committee, are both non-executive directors and independent. The Committee met three times during the year. The Chief Executive
attends meetings by invitation but does not participate at a meeting of the Committee {or J:ring the relevant part} at which any part

of his remuneration is being discussed or participate in any recommendation or decision conjcerning his remuneration.

The principal roles of the Committee are (i} to consider and determine all elements of the refnuneration of the Chief Executive, and Chief
Financial Officer and of the Heads of the major operating subsidiaries or business units of the Company (the "Executive Group”) as defined
by the Chief Executive and (i} to determine targets for any performance-related remuneration schemes operated by the Company.
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During the year under review, the Committee:

m Determined the bonuses for 2006 performance and salaries for 2008 for the executive directors and the members of the Executive
Commitlee

m  Recommended for approval by the Board, a revised fee structure for non-executive directors 1o apply from 1 January 2007

m Determined the vesting percentage applicable 1o awards under the Long Term Incentive Plan 2004 which vested in March 2007,
approved the number of shares options and contingent share awards to be awarded under the 2007 Long Term lncentive Plan awards,
and the individual awards to members of the Executive Committee;

®  Agreed a policy in respect of the vesting of awards under the Long Term Incentive Plan for scheme participants who retire from
employment with the Group;

® Approved an award under the Added Value Incentive Plan to the Chief Executive;

m  Approved proposed amendments to the Added Value Incentive Plan which will be submitted to the 2008 Annual General Meeting
for approval by the shareholders. The proposed amendments are explained in detail in the Notice of Annual General Meeting;

®m  Approved the allocation of awards to be made under the Long Term incentive Plan for to be granted in 2008.

The terms of reference of the Remuneration Committee conform precisely 1o the Code. The recommended revision of the fee structure for
non-executive directors was approved by the Board as a whole.

Details of the Company’s remuneration for executive directors, benefits, share options, pensions entitlements, service contracls and
compensation payments are given in the Remuneration Report on pages 121 to 135. A resolution to approve the Remuneration Report
will be proposed at the Annual General Meeting.

Nominations Committee

The Nominations Committee comprises three non-executive directors of whom two are independent. 1t is chaired by David Rough.
The terms of reference provide for a formal and transparent procedure. The Committee has responsibility primarily to identity, evaluate
and recommend candidates for Board vacancies and to make recommendations on the continuation of existing directors in office to
ensure there is a balanced Board in terms of skills, knowledge and experience. The Committee met three times in 2007.

At these meetings, the Committee:

B Reviewed the plan for the retirement by rotation and re-election of directors and the framework for Board succession planning to
ensure continuity and balance. This is designed to take in account matiers such as the size of the Company, product diversity and
geographical spread, as well as maintaining a balance to the Board in relation to independent/non-independent members, their skills

and experience;
m  Recommended to the Board the appointment of Mr Claude Lamoureux as an independent non-executive director. The Committee

engaged a Canadian executive search consultancy to identify a shortlist of potential candidates;
® Recommended the appointment of an external consultant to undertake the annual evaluation of the Board's performance.

Health, Safety, Eavironment and Community Committee
The Board has established a HSEC Committee to assist the Board to fulfil its HSEC roles and cbligations globally. The Board's HSEC

Committee provides the Board with additional focus and guidance on key global HSEC issues.

The Committee comprises lan Strachan, who chairs the Committee, Mick Davis and David Rough. The Committee met four times in 2007.
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During the year the HSEC Committee:

®  Monitored and evaluated reports on the implementation and effectiveness of HSEC Policy, HSEC Management Standards, HSEC
Strategy, HSEC performance and HSEC Governance;

® Monitored and evaluated the implementation and effectiveness of the HSEC assurance|programme;

®m  Monitored and evaluated the implementation and effectiveness of the Zinc, Copper and Nickel Commodity Businesses’ HSEC
strategies, plans and performance;

® Monitored and evaluated reports on high potential risk HSEC incidents and the results of investigations into critical HSEC incidents,
including fatalities;

a  Monitored and evaluated reports on the HSEC performance of the former Falconbridge operations;

Reviewed and approved the Group's revised Business Principles, new Sustainable Develgpment (SD) Policy, 17 SD Standards and

enhanced 5D assurance programme;

Received legal advice on changes in UK safety legislation;

Revised the Committee's terms of reference;

Monitored and evaluated new developments, issues and/or relevant legislation on HSEG matters; and

Reviewed a report from the independent verifiers, URS Verification Limited, on the 2006 Sustainability Report.

Executive Committee
The Executive Committee is a Committee of the Board of Xstrata (Schweiz) AG, the main trading subsidiary of Xsurata plc. The Executive
Commitiee obtains its responsibility and authority from the Xstrata {Schweiz) AG Board andlis directly accountable to the Xstrata plc Board.
It is chaired by Mick Davis and comprises executive directors, Trevor Reid and Santiago Zaldumbide (also Chief Executive Xstrata Zinc)
together with the Chief Executives of the other Business Units, Charlie Sartain (Xstrata Copper), Peter Freyberg (Xstrata Coal), lan Pearce
{Xstrata Nickel), Peet Nienaber (Xstrata Alloys), Benny Levene (Chief Legal Counsel) and Thras Moraitis (Executive General Manager, Group
Strategy and Corporate Affairs). Other members of senior management are invited 1o attend Executive Committee meetings as required.
The Executive Committee is responsible for implementing strategy, approval of matters cons|stent with its delegated levels of authority

and overseeing the various businesses which comprise the Group. it meets regularly during the year and no meetings are held in the
United Kingdom.,
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information not subject to audit

Remuneration Committee

The Remuneration Committee is chaired by Willy Strothotte and its other members are David Rough and Paul Hazen, all of whom are
non-executive directors. The Board recagnises that Willy Strathotte is not an independent non-executive director as defined by the Code,
but regards his membership as critical to the workings of the Committee due 1o his extensive knowledge and experience of the global
mining resources sector.

The Remuneration Committee reviews the structure of remuneration for executive directors on an ongoing basis and has responsibility for
the determination, within agreed terms of reference, of specific remuneration packages for executive directors and other members of the
Executive Committee, including salaries, pension rights, bonuses, lang-term incentives, benefits in kind and any compensation payments.
The Commiltee is also aware of the level and structure of remuneration for senior management and advises on any major changes in
employee remuneration and benefit structures throughout the Group, incdluding the continuous review of incentive schemes to ensure that
they remain appropriate for the Group. The Remuneration Committee commits to bringing independent thought and scrutiny to the
development and review process of the Group with regards to remuneration.

The Committee met three times during 2007, The Chairman will continue to ensure that the Group maintains contact, as necessary, with
its principa! sharehalders about remuneration. The purpose and funclion of the Committee in the future will not differ materially from this
year and its terms of reference can be found on the Group's website (www.xstrata.com).

The remuneration of non-executive directors, other than the Chairman, will be considered by the Chairman and the Chief Executive and
will not be considered by the Remuneration Committee. The Chairman’s remuneration will be determined by the Remuneration Committee
while the Chairman is absent.

The Chief Executive attends the Remuneration Committee meetings by invitation and assists the Remuneration Committee in its
considerations, except when issues relating to his own remuneration are discussed. The Remuneration Committee is provided with national
and international pay data collected from external survey providers.

During the year, Hay Group provided independent advice 10 the Remuneration Commitiee on executive remuneration. The Group also uses
the Hay Group method for determining salaries for positions below the Executive Committee. The Hay Group provided no other services to
the Group during 2007.

Remuneration policy
Xstrata's remuneration policy is designed to attract, retain and motivate the highly talented individuals needed to deliver the business

strategy and to maximise shareholder wealth creation.

The policy for 2008 and, so far as practicable, for subsequent years, will be framed around the following principles for the Executive
Committee:

®  Remuneration arrangements will be designed 1o support the business strategy and to align with the interests of Xstrata’s shareholders;

B  Total reward levels will be set at appropriate levels to reflect the competitive globa! market in which Xstrata operates with the intention
of positioning within the top quartite for outstanding performance when measured against a peer graup of global mining companies
and the FTSE100;

® A high proportion of the remuneration should be "at risk” with performance related remuneration making up a1 least 50% of the
total potential remuneration for Executive Committee members; and
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@ Performance-related payments will be subject to the satisfaction of demanding and stretching performance targets over the short and
long term. These performance targets will be set in the context of the prospects of the{Group, the prevailing economic environment in
which it operates, and the relative performance of comparator companies,

The Remuneration Committee considers that a successful remuneration policy needs to be sufficiently flexible to take account of future
changes in the business environment and in remuneration practices, Consequently, the remuneration policy and the Remuneration
Committee’s terms of reference for subsequent years will be reviewed annually in the light of matters such as changes to corporate
governance best practice or changes to accounting, legislation or business practices among|peer group mining companies. This will help

to ensure that the policy continues to provide Xstrata with a competitive reward strategy. In|doing so, the Committee will take into account
the UK Listing Rules, the provisions of the Code and associated guidance attached to it, as well as the guidance provided by a number

of institutional investor representative bodies an the design of performance-related remuneration. Policies will be sensitive to pay and
employment conditions elsewhere in the Group.

The Remuneration Committee is satisfied that Xstrata's pay and employment conditions for non-Beard employees around the world are
appropriate 10 the various markets in which it operates. The Remuneration Committee does' not consider a ratio comparison between
executive directors and non-Board employees to be a useful way of assessing the fairness argd equitability of Xstrata'’s remuneration
practices. The vastly different costs of living in the countries where Xstrata has operations and fluctuations in exchange rates mean any
such trend analysis or comparisons with competitors would be meaningless.

Elements of remuneration
The total remuneration package for executive directors comprises the following principal elements:
base salary;

annual bonus plan including deferred element;
participation in long-term incentive arrangements;
subsisting rights under the Xstrata AG share scheme in relation to individual arrangements (as detailed below);

pension; and T

other benefits including housing allowance {where essential for the performance of duties), permanent health, life and private
medical insurance.

Base salary
The base salary of the executive directors is subject to annual review by the Remuneration Committee. The Remuneration Committee
reviews external pay data to ensure that the levels of remuneration remain competitive and appropriate in the light of the Group's policy.
The Remuneration Committee is also responsible for ensuring that the positioning of the Group’s remuneration relative to its peers does
not result in increases in remuneration without a corresponding increase in performance or |!esponsibiiities. when setting base salaries, the
Committee also considers the impact on pension contributions and assaciated costs. During !2007, {(with effect from 1 January 2007) base
salary increases for Mick Davis, Trevor Reid and Santiago 2aldumbide were 10%, 9% and 616 respeclively. Base salaries effective 1 January
2008 will be GBP1,250,000, GBP625,000 and EUR932,000, representing increases of 13.63%, 21.81% and 6% respectively on salaries
paid during 2007,

Santiago Zaldumbide's professional services agreement with Asturiana (dated 29 January 1998) was terminated by agreement on 23 July
2007. Santiago Zaldumbide received a sum of EUR2,003,216 from the redemption of an insbrance policy {acquired by Asturiana for a
premium of EUR3,005,060). Concurrently with the payment of that sum to Santiago Zaldumbide, the insurance company returned the
premium to Asturiana. The sum received by Santiago Zaldumbide under the insurance policyjis in lieu of his receiving pension benefits.
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Also on 23 July 2007, Santiago Zaldumbide entered into a new professional services agreement with Asturiana to act as Chairman and
Chief Executive of Asturiana and Chief Executive Officer of Xstrata Zinc. The agreement is in force from the date of signature (23 July 2007)
and continues thereafter indefinitely unless terminated by one of the parties giving the other written notice of no less than six months.
The annual gross fee for Fiscal year 2007 was EURB?9,217. This annual fee is subject to review in line with the other executive directors.

Santiago Zaldumbide’s appointment as a director of Xstrala is subject to the existence of the agreement between Santiago Zaldumbide
and Asturiana. Santiago Zaldumbide will receive no additional remuneration for his position as director of Xstrata but is eligible to
participate in the Bonus Plan and the Long Term Incentive Plan.

Bonus Plan

Executive directors and the other members of the Executive Committee are eligible to participate in the Bonus Plan. The Bonus Plan
focuses on the achievement of annuat objectives, which align the short-term financial and operational performance of the Group with
the creation of shareholder value.

The bonus is based on Xstrata'’s operational performance as measured by return on equity and net profit. Specific targets for return on
equity and the proportion of net profits that make up the bonus pool are determined each year by the Remuneration Committee. Before
the pool is finatised the Remuneration Committee actively considers whether the pool is appropriate in light of the other key financial and
non-financial drivers of future shareholder value.

The payment of any bonus under the Bonus Plan is subject to a hurdle rate (for the financial years ending 31 December 2007 and 2008

it witl be set such that the Group's return on equity will be at least equal to the Group's average cost of borrowing). If this hurdle is not
raached, the bonus pool will be zero. The Remuneration Committee has the discretion to vary the basis of calculation and the performance
targets for subsequent years,

The amount of the bonus pool that is distributed in any one year, and the relative proportions payable to each participant (or, at the
discretion of the Remuneration Committee, to a trust for his/her benefit) will be at the discretion of the Remuneration Committee.
individual performance criteria have been agreed with each participant, which include non-financial criteria, such as safety perfarmance.
These criteria will be evaluated by the Committee in determining individual allocations from the bonus pool.

The maximum bonus payable under the Bonus Plan for executive directors is 300% of salary. The highest level of bonus wili only be
available for truly outstanding performance. Bonuses will be payable in up to three tranches, as follows.

® The maximum bonus which any one participant is eligible to receive in cash will be timited 1o 100% of the individual's base salary.
® Any additional bonus up 1o a further 100% of base salary will be deferred for a period of one year.
m  Any remaining bonus will be deferred for a period of two years.

The deferred elements take the form of conditional awards of Xstrata shares which vest subject to the participant remaining in employment
thraughout the deferral period. The number of shares awarded will be determined by reference to the market value of the shares at the
date concurrent awards under the LTIP are made.

There is no intention %o use newly issued ordinary shares for the Bonus Plan and any shares required for the satisfaction of deferred
bonuses will be acquired by market purchase.
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Long-Term incentive Arrangements
All equity based awards are subject to an overall limitation on the number of shares issued,
issueable pursuant to awards of 10% within any ten-year peried after the listing date.

Added Value Incentive Plan

ransferred from treasury, or that remain

The Added Value Incentive Plan (*AVP") is designed to incentivise the Chief Executive by pra

viding a share of the long-term value he

creates for shareholders over and above the value created by Xstrata’s peer companies and to create alignment with shareholders by means
of share ownership. The Remuneration Committee believes that the Chief Executive has a unique role in delivering value to shareholders
through the efficient utilisation of Xstrata’s assets and by making value enhancing acquisitions and divestments. For this reason,

membership of the AVP is restricted to the current Chief Executive and any future successor

n that role.

The Chief Executive's participation in the AVP is contingent on his building up and maintaining a holding of at least 350,000 crdinary
Xstrata shares, The holding may be met through shares held beneficially and, subject 10 the agreement of the Remuneration Committee,

fully vested share options that have not yet been exercised and which have exercise prices m
commencement of the relevant plan cycle.

The Chief Executive will not be eligible for awards under the Xstrata plc Long Term Incentive
AVP cydle commences, The LTIP will continue in force for other executive directors and other
Remuneration Committee.

aterially below the market share price at the

Plan (“LTIP*) in any year when an
employees at the discretion of the

Payments under the AVP will be based upon the growth in total shareholder return ("TSR*) over a three-year performance period relfative

to an index of global mining companies, which form the Xstrata TSR Index. At the end of ea
is calculated, which quantifies the difference in TSR between the Xstrata TSR index and Xstra
capitalisation of Xstrata at the start of the performance period to measure the ~Added Value

| . .
ch performance period an Excess Return figure
ta. The Excess Return is applied to the market
" relative to the movement in the market. The

Added Value is currently limited to 50% of the initial market capitalisation. Any excess outpqrformance is carried forward to the AVP cydle
beginning concurrently. The market capitalisation of Xstrata at the start of the 2005 AVP cydle was GBP6,026,084,544, at the start of the

2006 AVP cycle was GBP10,692,600,350 and at the start of the 2007 AVP cycle was GBP23
{i.e. Xstrata has underperformed the index) there will be no payments from the AVP. If this fi

Participation Percentage (which is 0.5% of the Added Vafue for the 2005 AVP Cycle, and 0.3

calculate the “Base Reward". The maximum aggregate Participation Percentage for AVP Cyc|
not exceed 1.1%.

The Remuneration Committee recognises that the absolute value received by shareholders is
than outperforming a market which is static or falling. The Base Reward will be increased or

442,174,802. If the Added Value is negative
qure is positive, it will be multiplied by a

% for the 2006 and 2007 AVP Cycles) to

les commencing in any three-year period may

higher when outperforming a rising market
decreased in line with the Xstrata Share Price

Index. This will ensure that higher payments are delivered for higher levels of absolute performance, as is the case with an orthodox share
option or performance share plan. The adjustment is in line with index performance rather tl’lman Xstrata's to avoid duplicating Xstrata’s

outperformance of the index. A reduction will then be made for lower levels of absolute per

indexed Base Reward to calculate the Final Reward, as follows:

ormance, by applying a multiplier to the

Xstrata absolute TSR over 3 years Multiplier
+25% or above 1x
0% 05x
-25% o1 below 0.0x

Straighi-ine interpolation will apply between these points, for example, if absolute TSR aver three years were minys |

0%, a muhiplier of 0,3 would be applied.
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Provided Xstrata's TSR is at least equal to that of the Xstrala TSR Index, the Final Reward under each plan cycle will be at least USD 1,000,000,

The Xstrata TSR and Share Price Indices will be weighted by market capitafisation. For the 2005 AVP Cycle, the group comprised 19 glabal
mining firms consisting of Xstrata's key competitors for both financial and human capital. These were: Alcoa Inc, Alcan Inc, Anglo American
ple, Arch Coal Inc, BHP Billiton plc, Coal & Allied Industries Ltd. Elkem ASA, Eramet SA, Grupo Mexico SA de CV, Inco Ltd, Korea Zing Inc,
Lonmin plc, Falconbridge Lid, Norddeutsche Affinerie AG. Peabody Energy Corp, Phelps Dodge Corp, Rio Tinto plc, Teck Cominco Ltd and
Umicore SA. All data are converted into the common currency of US Dollars. The 2006 AVP Cycle used the same companies with the
exception of Elkem ASA.

For the 2007 AVP Cyde, the same group was used as in 2006 with the exception of Inco Limited, Falconbridge Limited and Phelps Dodge
Corp. It is proposed 1o use the same group for the 2008 AVP Cycle,

In the event of one or more constituents undergoing a take-over, merger, dissclution, variation in capital or any other event that will
materially affect calculation of an Index, the Remuneration Committee shall determine how this should be reflected in the Index
calculation. The Remuneration Committee may add other relevant competitors to the Index if required. For the 2007 and 2008 AVP Cycles
the Remuneration Committee has determined that the remaining constituents of the indices are suificient to allow the plan to operate on a
meaningful basis, notwithslanding consolidation in the global mining sector since the inceplion of the AVP.

At the end of the three-year performance period, 50% of the Final Reward will vest immediately. The vesting of the rermainder will be
deferred in equal tranches for further one and two years. Payments under the AVP may be settled in cash or shares as determined by the
Remuneration Committee at the date of payment.

In the event of a change of contral all apen AVP Cycles vest immediately and the Final Reward is calculated as if the performance period
ended on the date of the transaction.

2005 AVP cycle

As at 31 December 2007, the growth of Xstrata's TSR was 351%, the growth of the Xstrata TSR Index was 196%, and the growth of the
Xstrata Share Price Index was 182%, as calculated under the AVP for the 2005 Plan Cycle. This performance represents an outperformance
of 155%, or additional value o shareholders of GBP9.37 billion.

2006 AVP cycle

As at 31 December 2007, the growth of Xstrata's TSR was 175%, the growth of the Xstrata TSR index was $2%, and the growth
of the Xstrata Share Price Index was 86%, as calculated under the AVP for the 2006 Plan Cycle. This performance represents an
outperformance of 84%, or additional value to shareholders of GBPS.95 billion.

2007 AVP cyde

As at 31 Decemnber 2007, the growth of Xstrata’s TSR was 51%, the growth of the Xstrata TSR index was 52%, and the growth of the
Xstrata Share Price Index was 50%, as calculated under the AVP for the 2007 Plan Cycle. This performance represents an under-performance
of 1%, or decrease in value to shareholders of GBP0.34 biltlion.
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AVP Changes
The Remuneralion Committee is proposing certain changes to the AVP {which are summartsed below and contained in the circular in the
Notice of Annual General Meeting) to achieve even better alignment to the objectives undérlying the AVP. if these changes are approved by
shareholders, both existing and future AVP cycles will be split into two phases and performance will be measured over five years and 2
reward will be delivered at the end of three years (as now} with an additional reward for continued outperformance at the end of five
years. The second phase will replace the existing carry-forward provisions.

The calculation of Added Vatue for Phase 1 at the end of the three-year performance period will be based on the greater of the capped
Excess Return or 2/3 of the uncapped Excess Return. Phase 2 extends the performance period from three years to five years and replaces
the carry-forward provisions. Added Value for Phase 2 wilf be recalculated at the end of fivle years from the ariginal award based on
Xstrata's outperformance of the Index over five years 1o the extent that this exceeds the outperformance taken into account in calculating
the Added Value that was rewarded at the end of three years.

As now, 25% of payments for Phase 1 will continue to be deferred for one further year and 25% for two further years, in both cases
indexed to the Xstrata share price over the period of deferral. in addition, 50% of payments for Phase 2 will be deferred for a further
one year and indexed to the Xstrata share price over the period of deferral. As now, all payments under the AVP may be paid in the form
of Xstrata shares or cash, as the Committee determines,

The revised cap on Added Value will not apply to current and future AVP cycles if Awards stt on a change of control during Phase 1
unless the Remuneration Committee in its discretion determines that it would be appropriate in the circumstances to apply the cap.
The cap will not apply during Phase 2.

For the 2008 and future AVP Cycles the Remuneration Committee proposes to reduce the impact of the adjustment for absolute TSR

performance 5o that the sliding scale muttiplier will be 100% where TSR is +25%, 0 50% bt -25% TSR The existing indexation to the
Xstrata share price index will still apply. The Remuneration Committee considers that this will ensure that the AVP continues to offer an
adequate incentive and reward for mitigating shareholder losses in a falling market. :

Long Term Incentive Plan
Executive directors are eligible 1o participate in the Long Term tncentive Plan, (the "LTIP"). The LTIP aims to focus management's attention
on continuous and sustainable improvements in the underlying financial performance of the Group and on the delivery of superior long-
term returns to Xstrata's shareholders by providing executives with the opportunity to earn Superior levels of reward for outstanding
performance. In addition, the LTIP further aligns the interests of shareholders and management by encouraging executives to build a
shareholding in the Group.

The LTIP provides for the grant of both contingent awards of free shares (" Free Share Awartlis') and share options on the same occasion to
the same indmvdual. The two elements are complementary and ensure that the cyclical nature of the industry does not have an excessively
adverse effect on employee remuneration in circumstances where the performance of the Group has otherwise been good, relative 1o that
of competitors.

The Free Share Awards will ensure that where the Group has performed well over a specified performance period, participants will be
rewarded even if there is no substantial share price growth due to external factors, such as commaodity prices or general economic
conditions. The option element will only provide a benefit to participants when shareholders also benefit from future share price growth,
The options will be subject to stretching performance 1argets to ensure that windfall growth in the share price as a result of external factors
does not deliver rewards which are not justified by the performance of the Group, relative to its peer group. The policy regarding
performance targets is discussed in more detail below.




Xstrata pkc Annuat Repori 2007 | 127

The number of ordinary shares over which aptions will be granted will be calculated using a Black-Schotes valuation of the option (or a
similar approach) which the Remuneration Committee considers represents both the cost to Xstrata of providing the benefit and the value
of the option iiself as a companent of the total remuneration package. The option value at grant will be subject to a lower and upper limit
as determined by the Remuneration Committee from time to time. In determining the value of Free Share Awards, the value of the
underlying shares will be used.

Using the method above, the value ratio of Free Share Awards to share options for awards made during 2007 was in general 1:1, based on
the value at the time of grant. The Remuneration Committee may change the ratio for future awards if it is thought appropriate.

The Remuneration Committee has determined that annual awards will be made under the LTIP to minimise the impact of share price
volatility and to reftect existing best practice. The rules of the LTIP provide that the aggregate value of options and Free Share Awards
made to an individual in any one year may not exceed an amount equal 1o two times base salary in normal circumstances (although in
exceptional circumstances the limit may be up to, but not exceed, four times base salaryj.

Summary of performance conditions

During 2005, 2006 and 2007, executive directors were granted market value options and Free Share Awards under the LTIP. The vesting of
both the options and Free Share Awards is subject 1o the satisfaction of stretching performance conditions over a three-year performance
period. Half of the options and Free Share Awards are conditional on Total Shareholder Return (*TSR*) relative to a peer group and half are
conditiona! on the Group's real cost savings relative 1o 1argets set on a stretching scale over the three-year period, as follows.

For the awards conditional on TSR, 25% of the combined award will vest if TSR growth is at the median of the specified peer group, the
full 50% of the combined award will vest for performance at or above the second decile with straight line vesting between these points.
No vesting will occur for TSR growth below median performance.

For the remaining award, vesting is conditional on the Group's real cost savings relative to targets set on a stretching scale: 5% of the
combined award will vest for 1% cost savings, 35% for 2% cost savings and 50% for 3% or more cost savings, with straight line vesting
between these points. No vesting will occur for cost savings that are less than 1%. Real cost savings will be measured in relation 10
operating costs after adjusting for the effects of inflation, excluding depreciation, commadity price linked costs, effects of currencies on
translation of local currency costs and planned life of mine adjustments.

Since the Group's share price and those of its peers are significantly influenced by the cydle in commodity prices, the Remuneration
Committee considers TSR relative to a peer group to be an appropriate performance measure as it rewards relative success in growing
sharehaolder vatue through the development and execution of the corporate sirategy. The Remuneration Committee is also satisfied that
TSR will be a genuine reflection of the Group’s underlying financial performance. The use of the second measure, Group real cost savings
relative to largets, reflects the Group's strategic initiative to add shareholder value through productivity and cost efficiencies. Furthermore,
the use of a financial performance measure alongside a relative TSR measure is aligned with current corporate governance best practice.

The performance targets are not capable of being retested at the end of the performance period, so that any proportion of a Free Share
Award or option which does not vest after three years will lapse, although vested cptions will remain exercisable for @ maximum of seven
years or such shorter period as the Remuneration Committee may specify {after which they will lapse). '
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The peer group of global mining companies used to determine the vesting of the options and Free Share Awards that are conditional on

TSR in the 2005 and 2006 LTIP comprises the same companies used to form the Xstrata Share Indices for the CEQ's Added Value Incentive

Plan (2005 Cycle) detailed above, (phus WMC Resources Ltd in 2005). For the 2007 LTIP aw!ard, the peer group comprises the same

15 companies used to form the Xstrata Share Indices for the CEQ's Added Value Incentive Plan {2007 Cycle). it is envisaged that this peer

group will be used to determine the vesting of any options and Free Share Awards that aré granted in 2008, although the Remuneration I
Committee may, at its absolute discretion, vary, add, remove or alter the companies making up the peer group where events happen which
cause the Remuneration Committee to consider that such a change is appropriate 10 ensure that the performance condition continues to
represent a fair measure of performance. This is provided that the Remuneration Committee reasonably considers such a varied or
amended performance condition is not matenally easier or more difficult to satisfy. ’

In calculating the TSR, the common currency of US Dollars will be used and the share pricejofl a notional parcel of shares of the Group and
the companies in the specified peer group will be averaged over a period preceding both the start and end of the relevant performance
pericd. The Remuneration Committee has resolved that averaging over a three-month period eliminates the volatility in spot share prices
that could otherwise distort the assessment of whether the target has been met.

The TSR of the Group and each member of the peer group over any performance period is|calculated by taking the growth between the
dasing value and the base value of 100 shares expressed as a percentage of the base value, on the assumption that any net dividend per
share paid by any company during the relevant performance period is reinvested in shares c%n the last day of the month during which the
relevant shares go ex-dividend. This calculation is subject to such adjustments to closing valle and base value as the Remuneration
Committee considers appropriate to reflect any variation of share capital or any merger, laﬁe-over. reconstruction, demerger or change in
listing status by any member of the peer group or upon any other events which the Remuneration Committee cansiders may materially
distort the calculation.

2006 LTIP Award -
At 31 December 2007, the Group was ranked fourth out of the peer group of 159 companies (including Xstrata) in terms of TSR for the

2006 award. if this is the gutcome at the end of the three-year performance period then 100% of each executive director’s 2006 award
linked to TSR will vest.

2007 LTIP Award
At 31 December 2007, the Group was ranked seventh out of the peer group of 16 companies (including Xstrata) in terms of TSR for the
2006 award. If this is the outcome at the end of the three-year performance period then 65% of each executive director’s 2007 award

linked to TSR will vest.

It should be noted that these amounts are based on the Group's results at this provisional stage and do not necessarily reflect the eventual
outcome. |

2005 LTIP award vesting in 2008 .
At 3 March 2007, the Group was ranked third out of the peer group of 21 companies (including Xstrata) in terms of TSR, and the Group
had achieved real cost savings of 5.6%. As a result 100% of each executive director’s total 2005 LTIP award vested.
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Subsisting rights under Xstrata AG share schemes

Subsisting optians held by Mick Davis and Trevor Reid pursuant to terms on which they were recruited are held on terms which reflect the
provisions of the Management and Employee Share Incentive Scheme previously operated by Xstrata AG, except as expressly provided
otherwise. These options were converted into equivalent options over ordinary shares in the Group at the time of the listing of the Group's
shares on the London Stock Exchange (" the Listing”) but otherwise continue to be subject to the terms and conditions (as modified) of the
original Xstrata AG share scheme. [t is intended that the replacement options will as far as possible be satisflied by the transfer of ordinary
shares in the Group held by the trustees of the Xstrata Employee Share Ownership Trust and the Xstrata Employee and Directors Share
Ownership Trust. Whilst subsisting options continue 1o exist under this scheme, no future grants will be made. Subsisting options are not
subject to performance conditions because they were originally granted under arrangements (which did not provide for awards to be
subject to performance} which refated to Xstrata AG prior to the Group becoming a UK listed Company.

Performance Graph
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The performance graph set out above shows the TSR for a holding of shares of the Group for the five years ended 31 December 2607
compared with the TSR for a hypothetical holding of shares of the same kinds and number as those by reference to which the FTSEI00
index is calculated. The Board considers that the FTSE100 currently represents the most apprapriate of the published indices for these

purposes.
TSR has been calculated assuming that an equivalent sum was invested in shares of the Group and in the FTSE100 index.
Dividends are invested in additional shares and benefits receivable in the form of shares are also added to the refevant holding.
Pensions

Mick Davis and Trevor Reid have panticipated in money purchase retirement plans from their respective dates of joining the Group.
The plans are designed having regard to the taxation and employment status of each executive.

Group contributions are re-assessed at regular intervals and are based on actuarial advice with the objective of accumulating sufficient

funds over the working lifetime of each executive to provide an overall target pension which is currently intended to be equivalent to
approximately 60% of final safary at normal retirement age for executives who begin participating in the plans at the age of 40. Prior to

6 April 2006, these contributions were paid 10 a combination of an approved money purchase pension plan and a Funded Unapproved
Retirement Benefits Scherne (FURBS). From 6 April 2006, contributions have been made through a combination of payments to a registered
pension plan and cash sums to each executive, having regard to the tax limits on contributions and benefits from registered UK pension
plans. The actual benefits payable from the pension ptans will be based on the amount which has accumulated in that member's money
purchase accounts. No employee contributions are currently payable by Mick Davis and Trevor Reid.

As noted above, Santiago Zaldumbide receives no pension benefits under the terms of his professional services agreement.
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External appointments
Executive directors are not permitted to hold external directorships or offices without the approval of the Board. Santiago Zaldumbide,
having gained the approval of the Board, held direciorships with the following companies Iduring the year: European Advisory Council of
Air Products and Chemicals, the and ThyssenKrupp SA. In total the remuneration received by Santiago Zaldumbide, in relation to his
directorship of these companies, amounted to EUR49,943.

Non-executive directors
The leve! of fees for non-executive directors is set at the level considered necessary to obtain the services of individuals with the relevant
skills and experience to bring added depth and breadth to the composition of the Board.

Non-executive directors’ fees are reviewed annually by the Chairman and the Chief Executive in the light of fees payable to non-executive
directors of comparable companies and the importance attached to the retention and altraction of high calibre individuals as non-
executive directors,

Hon-executive directors are eligible to forgo all or pan of their directors’ fees to acquire shares in the Group, after deduction of applicable
income tax and sccial security contributions. The non-executive directors do not, and will not in the future, participate in the Bonus Plan
or LTIP or any other performance-related incentive arrangements which may be introduced from time to time.

Entitlements under service contracts
Executive directors

Mick Davis and Trevor Reid have employment agreements with Xstrata Services (UK) Limited ("XSL*) effective from 1 February 2002 which
are for fixed terms of one year. However, their services as Chief Executive and Chief Financi§| Officer respectively are provided to the Group
under a secondment agreement entered into batween the Group and X5L on 19 March 2002. Each of Mick Davis and Trevor Reid is
seconded to the Group for 3 fixed term of two years thereafter renewable by either party fc')r further periods of two years.

The employment of Mick Davis and Trevor Reid may be terminated by not less than 12 monlths' notice by XSL or the director concemed or
by a payment in lieu of notice by XSt. On termination of employment by XSU in breach, or if Mr Davis or Mr Retd resigns in cirqumstances
where they cannot in good faith be expected to continue in employment, each director is e}nitled to be paid a sum equal to 100% of his
annual salary plus pension and other benefits and his previous year's bonus {plus any accrued basic salary and expenses) and to have ali
entittements under his retirement benefit plans paid in accordance with the plan rules. As both Mr Davis and Mr Reid participate in defined
contribution arrangements it is not expected that any significant additional fiability would a&se in respect of retirement plan entitlements
beyond that already accrued in the acceunts. For the purposes of calculating termination payments, annual bonus will be capped at 300%
of annual salary,

In addition, each of the executive directors is efigible to participate in the Bonus Plan which provides that deferred amounts up to an
aggregate ceiling of 200% of salary remain payable in the event of cessation of employment by reason of death, injury, ill health or
disability {in which case they are payable immediately) or retirement (in which case they are payable on the normal vesting date). No
deferred amounts are payable in the event of cessation by dismissal for cause. In the case of; termination by reason of death, injury, ill
health or disability before the date the bonus is awarded for a financial year, or if the Remuneration Committee in its discretion so resolves,
a proportion of the annual bonus pool may still be awarded subject to the normal discretion] of the Remuneration Committee.

Executive directors are entitled to any outstanding LTIP awards on cessation of employment by reason of death, injury, ill health or disability
{in which case they are payable immediately in full) or retiremenit (in which case they are payable on the normal vesting date to the extent
they vest for performance at that time),
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On termination of the professional services agreement dated 25 January 1998 under which Santiago Zaldumbide received a fixed fee for
acting as Chairman of Asturiana, Santiago Zaldumbide received a sum from the redemption of an insurance policy acquired by Asturiana as
described above. On termination of the new professional services agreement, other than on his voluntary termination or termination for
gross negligence, Santiage Zaldumbide is entitled to be paid a sum equal to 100% of his annual salary and other benefits and his previous
year’s bonus {plus any accrued basic salary and expenses). Santiago Zaldumbide is engaged as a director of Xstrata Plc on the terms of a
letter of appointment dated 18 March 2002. Santiago Zaldumbide will receive no additional remuneration for his position as director of
Xstrata Plc and is not entitled to any compensation in respect of the termination of his office as a director of Xstrata Pic.

Non-executive directors

Willy Strathotte is engaged by the Group as a non-executive director and Chairman on the terms of a letter of appointment. The
appointment is terminable by six months’ notice by Willy Strothotte. The Group may terminate Willy Strothotte’s appointment at any
time and on such termination Willy Strothotte will not be entitled to any compensation for loss of office. The term may be renewed
by the Board.

David Rough is engaged by the Group as the senior independent non-executive director and Deputy Chairman on the terms of a letter oi
appointment. The appointment is terminable by six months' notice by David Rough. The Group may terminate David Rough’s appointment
at any time and on such termination David Rough will not be entitled to any compensation for loss of office. The term may be renewed by
the Board.

tvan Glasenberg, Paul Hazen, Robert MacDonnefl, Sir Steve Robson and lan Strachan are each engaged by the Group as a non-executive
director on the terms of a letter of appointment. Each appointment is terminable by six months’ notice by the non-executive director.

Claude Lamaoureux will be proposed by the Board for election as a non-executive director by the shareholders at the next general meeting
of the Company expected 10 be the Annual General Meeting on 6 May 2008. if his election is confirmed, he will be engaged by the Group
as a non-executive director on the terms of a letter of appointment for an initial fixed term of 36 months commencing on & May 2008 and
terminable thereafter by six months’ notice by the non-executive director.

Dr Fred Roux ceased to be a non-executive director with effect from 7 Auguss 2007.

The Group may terminale each non-executive director's appointment at any time and on such termination the non-executive director will
not be entitled to any compensation for loss of office. Each term may be renewed by the Board. There is no arrangement under which a
director has agreed to waive future emoluments nor have there been any such waivers during the financial year. There are no outstanding
loans or guarantees granted or provided by any member of the Group to or for the benefit of any of the directors. No significant awards
have been made in the financial year to any past director.
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Information subject to audit
Year ended 31 December 2007

Emoluments and compensation — amounts in USS

The emoluments and compensaticn in respect of qualitying services of each person who served as director during the year were as follows:

Year ended
31 December
2006

Total

uss

8,245,896
3,859,816
4,346,843

368,600
t34,539
134,539
152,969
134,539
165,870
258,020
165,870

17,967,501

Heth fife
and private
Satary Deferred Housing ,medu:al Other
and feest Borus bonus allowances irsurance benefils
Director uss uss Uss uss £33 uss
Executives
Mick Davis 2,202,2002| 2,169,530%| 4,398,864%7 183,0006 2|JO.983’ 9,154,577
Trevor Reid 1,027,1362] 1,011,898%] 2.045,242%'  141,660% 71,0932 4,297,029
Santiago Zaldumbide 1,205,4073| 1,308,495%] 2,642,266%" 5,156,168
Non-executives
Willy Strothotte 440,8404 440,440
Paut Hazen 160,1604 160,160
Robert MacDonnell 160, 1604 160,160
Dr Fredenk Roux 184,1844 184,184
an Glasenberg 160,1604 160,160
Sir Steve Robson CB 108,198+ 198,193
David Rough 3103104 310,310
fan Strachan 200,2004 200,200
6,248,555 4,489,923 9,086,372 324,660 272,076 20,421,586
Notes
1. Salary and fees includes non-executive directors’ fees which may be paid in shares.
2. 102007, Mick Daws's and Trevor Reid's salaries were set and paid in UK pounds sterfing. The salary figures above have been converted to LS dollars based on the awerage
pound/dollar exchange rate lor 1he year of 2.002 (2006: 1.843) and thecefore rellect the impact of the excharge rate fluciuations during the year.

3. in 2007, Santiago Zaldumbides basic salary and benefits were set and paid in Euros. The figures above have been converted to US dollars based on the average surofdollar
exchange rate for the year of 1.371 {2006: 1.256) and therefore reflect the impact of the exchange rate fluctations during the year. Santiago Zaldumbide also received a
sum of EUR 2,003,216 from the redemptian of an insurance policy.

4. All nan-executive director fees except those for lan Strachan and Steve Robson were set and paid in UK pounds sterling. lan Strachan's fees were set in UK pounds sterling,
and paid in US dollars, Steve Robison's fees were sel in LIK pounds sterling and paid in Euros. The figures abm have been converted to US dollars based on the average
pound/dollar exchange rate for the year of 2,002 {2006: 1.843) and therefare reflect the impact of the eu:hange rate fluctuations during the year.

53 Bonuses were awarded and paid in UK pounds steding and corverted at a rate of 1.972, the exchange rate plgvaimg on the date of the award.

5.b Bonuses were awarded and paid in Euros and converted at a rate of 1,488, the exchange rate prevailing on the date of the sward.

6.2 In 2007, Mick Daviss housing allowance was awarded and paid in US doflars.

6.b In 2007, Trevor Reid’s housing allowance was awarded in US dollars and paid in UK paunds steding.

7. In 2007, Mick Davis’s benefits were st and paid in UK pounds sterling. The benefits have been converted to I5 doilars based on the average pound/dollar exchange rate
for the year of 2.002 (2006; 1.843) and thevefore reflects the impaat of the exchange rate fluctuations during mo year. This indudes an amount for life insurance of £100,391.

8. In 2007, Trevor Reid's benefits were st and paid in UX pounds sterling. The berefits have been converted o US doflars based o the awerage pound/dollar exchange rate
for the year of 2.002 {2006: 1.843) and therefore reflacts the impact of the exchange rate fluctuations diring the

9. No consideration has been paid to or is receivable by third parties for making available the qualitying services o
managemeént affairs of Xstrata,

*Deferred bonus payable in shares. The number of shares awarded will be determined by reference to the mark
determined. Amount also includes $59,804.07, 321,445.36 and $25,277.00 in respect of dividend eguivalents
bonus awards which will vest on the date of the underlying award {or Mick Davis, Trevor Reid and S2ntiago 22

year. This indudes an amount for kfe imurance of £35,511.
f ary direc1ors during the year of in connection with the

et value of the shares at the date the boaus payrment was
accrued during the year in respect of price years deferred
Idumbide respectively.




Share aptions

Details of share options of those directors who served during the year are as follows:
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year end was GBP35.50 {2006 GBP25.50).
E£2195,000 was realised.
a gain of £1,804,000 was realised.

a gain of £3,678,955 was realised.

Lapsed/ Earliest

At 1Jan expired Iath3i0ed Exercise date of Expiry
Director 2007 Awarded unexercised Exercised 007 price exerdise date
Mick Davis .
Service Contact Arrangements 496,997 £3.84 1-Oct-05 1-0c-12
Service Contract Arrangements 496,997 £4.22 1-Oct-06 1-0ct-13
LTIP Options 374,516 13721516 £322 | 10-Feb-06 | 10Feb-13
LTIP Options 770,482 £6.58 S-Mar-07 5-Mar-14
Trevor Reid .
Service Conlract Arrangements 248,498 100,000 £5.68 15-lan-07 15-Jan-14
LTIP Options 327,454 32.7¥454] £6.58 5-Mar-07 5-Mar-14
LTIP Options 214,647 i2,441647 £9.49 | 11-Mar-08 | 11-Mar15
LTIP Options 133,357 j33%357) £15.37 | 10-Mar-09 | 10-Mar-16
LTIP Options 0 104,413 104%213] £24.00 | 154var-10 | 15-Mar-1?
Santiago Zaldumbide o
LTIP Qptions 300,488 300,488 L@ £6.58 5-Mar-07 5-Mar-14
LTIP Options 247,112 247813124 £9.49 | 11-Mar-08 | 11-Mar-15
LTIP Options 132,614 1132161 4} £15.37 | 10-Mar-03 | 10-Mar-16
LTIP Options 0 102,424 }1027474) £2400 | 15-Mar-t0 | 15-Mar-17

3,743,162 206,837 0 400,488 | HAESN

Notes

1. No options, other than the LTIP options, are subject to performance conditions a5 explained above. Details of the LTIP performance ¢onditicns are described above.
2. Mick Davis’ and Trevor Reid's LTIF options may be settled in cash at the discretion of the Remuneration Commitiee.
3. The highest and Jowest prices of the Company's shares during the year were GBP37,38 and GBP22.43 respectively (2006 GBP25.55 and GBP12.17). The price at the
4. On 21 May 2007, Trevor Reid exercised his option over 100,000 shares. The market value of an Xstrata share on the date of exercise was GBF27.63, and a gain of

5. On 19 March 2007, Santiago Zaldumbide exertised his option over 100,000 shares. The market value of an Xstrata shave on the date of exercise was GBP24.62, and

6. On 20 March 2007, Santiago Zaldumbide exercised his option over 200,488 shares. The macket value of an Xstrata share on the date of exercise was GBP24 .93, and
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Shares
Details of the Company's ordinary shares over which those directors who served during the year have conditional rights under the LTIP
are as follows:
End of the
Scheme iod for
nterest for qualitying
. at 1 Jan condgions 10 Lapsad/ At 31 Dec
Director 2007 Awarded be fulfilled expired Vested 2007
Mick Davis
LTIP 231,145 5-Mar-a7 231,1453 0
Added Value Plan - 2005 Cycle « | 9-May-08
Added Value Plan - 2006 Cycle | 10-Mar-08
Added Value Plan — 2007 Cydle *
Deferred Bonus 189,712 24-feb-07 189,7124 0
Deferred Bonus 61,797 23-|eb-07 61,7975 0
Deferred Bonus 46,348 23~§eb-08 46,348
Deferred Bonus 0 41,664 | 26-Feb-08 41,664
Deferred Bonus 0 41,664 26-Feb-09 41,664
Trevor Reid
e 88,236 S5-ar-07 98,2363 0
Lme 64,394 11-Mar-08 64,394
Lmp 40,006 10-Nar-09 40,006
LTI 31,324 | 15-Mar-10 31,324
Deferred Bonus 28,886 23-I‘ieb-07 28,8865 0
Defecred Bonus 7,279 23-l§eb-08 7.279
Deferred Bonus 4] 19,611 26-F'eb-08 19,611
Deferred Bonus 0 19,611 26-Feb-09 19.611
Santiago Zaldumbide
ip 80,146 S-h{lar—07 90,1467 0
e 74,134 11-Mar-08 74,134
TP 36,784 IO—h{Iar-OQ 36,784
LTIP 30,727 15-Mar-10 30,727
Oeferred Bonus 34,655 23-Feb-07 34,6555 0
Deferred Bonus 8,663 23-Feb-08 8.663
Deferred Bonus 0 23,185 | 26-Feb-08 23,185
Deferred Bonus 0 23,185 | 26-Feb-09 23,185
1,012,185 230,97 0 734,577 508,579
Notes
1. Detais of perlormance conditions are described above,

The market value of a share on the date of award uader the LTIP and the Defemrad Bonus on 15 March 2007 was GBP24.00.

first trading day after vesting) was GBP26.56.

at the end of the performance period, which may then be settled in cash of by the award of shares.

2.
3. These shares were awarded on 5 March 2004 when the dlosing market price was GBP6.57. The dasing marl:ei. price on the date of vesting was GBP23.30,
4. These shares were awarded on 24 Febryary 2005 when the ciosing market price was GBP9.35. The dosing markel price on the date of vesting (26 February 2007 -

5. These shares were awarded on 23 February 2005 when the ciosing market price was GBP15.44. The dosing market grice on the date of vesting was GBPZ6.45,

“During the year, Mick Davis paniicipated in the Added Value Incentive Plan as desaibed above. For the AVP 2007 cycle the participation percentage was 0.3% and the
market capitalisation on date of award was GBP23,442,174,802. For Lhe AVP 2006 cycle the participation pengniage was 0.3% and the market capitakisation on date af
award was GBP10,632,600,350. For the AVP 2005 cycle the participation percentage was 0.5% and the marke1 capitalisation on date of award was GBP6,026,084,544,
No amount of shares awarded has been disclosad in the table above, as this award is no1 over a fixed number pf shares, but is a plan which calculates a monetary award
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Pensions
Mick Davis and Trevor Reid have participated in defined contribution retirement benefit plans.
During the year, pension related payments of pension plan, FURBS, and non-pensionable salary supplement payments were made as follows:

i 007 2006 | 007 2006 Sty 2006
PTRINER]  Mick Davis [IREVIRININ]  Trevor Reid A% Total
A : uss uss B uss
Pensicn related payments k3,70 K| 1,822,233 Pl ERARAS 785,433 pRCELZEF|  2.607.666

Notes

1. Further detalls of the pension arrangements are explained above,

2. Santiago Zaklumbide received no pension benefits under the terms of his fixed cost remuneration arrangement which is detailed above.

3. Based on the average UK pound/US dollar exchange rate for the year of 2.002 (2006: 1.843). Payments to Mick Davis and Trevar Reid in both years were made
in UK pounds sterling. .

4, Mick Davis received £1,557,399 and Trevor Reid received £629,949 a5 non-pensionable salary supplements.

Approved by the Board and signed on its behalf by

Trevor Reid
Director and Chief Financial Officer
18 March 2008
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Statement of Directors’ Responsibilities in Relation to the Group

The directors are responsible for preparing the Annual Report and the Group financial sta
Kingdom law and those International Financial Reporting Standards as adopted by the Eu

The directors are required to prepare Group financial statements for each financial year wi

Financial Statements

ternents in accardance with applicable United
ropean Union.

hich present fairly the financial position of the

Group and the finandial performance and cash flows of the Group for that period. In preparing those Group financial statements the

directors are required to:

& select suitable accounting policies in accordance with IAS 8: “Accounting Policies, Ch
then apply them consistently;

® present information, including accounting policies, in a manner Lhat provides relevan
information;

anges in Accounting Estimates and Errors* and

, reliable, comparable and understandabie

m  provide additional disclosures when compliance with the specific requirements in IFRfis is insufficient to enable users to understand the
impact of particular fransactions, other events and conditions on the Group's financial position and financial performance;
B state that the Group has complied with IFRSs, subject to any material departures disdosed and explained in the financial statements;

and
& prepare the accounts on a going concern basis unless, having assessed Lhe ability of

he Group to continue as a going concern,

management either intends to liguidate the entity or to cease trading, or have no realistic alternative but to do so.

The directors are responsible for keeping proper accounting records which disclose with re
position of the Group and enable them to ensure that the Group financial statements co
of the 1AS Regulation. They are also responsible for safeguarding the assets of the Group
prevention and detection of fraud and other irregularities.

Under applicable UK law and regulations the directors are responsible for the preparation

2asonable accuracy at any time the financial
ply with the Companies Act 1985 and Article 4
nd hence for taking reasonable steps for the

of a Directors’ Report, Directors’ Remuneration

Report and Corporate Governance Report that comply with that law and requlations. In addition the directars are responsible for the
maintenance and integrity of the corporate and financial information included on the Corlnpany's website. Legislation in the UK governing
the preparation and dissemination of financial statements may differ from legislation in other jurisdictions,
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independent Auditors’ Report to the Members of Xstrata plc

We have audited the group financial statements of Xstrata pic for the year ended 31 December 2007 which comprise the Group Income
Staternent, the Group Balance Sheet, the Group Cash Flow Statement, the Group Statement of Recognised Income and Expense and the
related notes 1 to 37. These group financial statements have been prepared under the accounting policies set out therein. We have reported
separately on the parent company financial statements of Xstrata plc for the year ended 31 December 2007 and on the information in the
Directors’ Remuneration Report that is described as having been audited.

This report is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Act 1985, Our audit work
has been undertaken so that we might state 10 the company’s members those matters we are required ta state to them in an auditors’ report
and for no other purpose_ To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company
and the company’s mambers as a body, for our audit work, for this report, ar for the opinions we have formed.

Respective responsibilities of directors and auditors

The directors responsibilities for preparing the Annual Report and the group financial siatements in accordance with applicable United

Kingdom law and International Financial Reporting Standards {IFRSs} as adopted by the European Union are set out in the Statement of
Directors’ Responsibilities. Our responsibility is to audit the group financial statements in accordance with relevant legal and regulatory

requirements and International Standards on Auditing (UK and Irefand).

We report to you our opinion as to whether the group financial statements give a true and fair view and whether the group financial statements
have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the I1AS Regulation. We also report to you whether
in our opinion the information given in the Directors' Report is consistent with the financial statements. in addition we report to you if, in our
opinion, we have not received all the information and explanalions we require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions is not disclosed.

We review whether the Corparate Governance Statement reflects the company’s compliance with the nine provisions of the 2006 Combined
Code specified for our review by the Listing Rules of the Finandial Services Authority, and we report if it does not. We are not required to
consider whether the board's statements on internal control cover all risks and controls, ar form an opinion on the effectiveness of the group's
corporate governance procedures or its risk and control procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited group financial statements.
The other information comprises anly the Directors’ Report, the Chairman’s Statement, the Business, Operating and Financial Reviews and the
Corporate Governance Statement and that pan of the Directors’ Remuneration Report that is unaudited. We consider the implications for our
report if we become aware of any apparent misstatements or material inconsistencies with the group financial statements. Our responsibilities
do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board.

An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the group financial statements. It also
includes an assessment of the significant estimates and judgements made by the directors in the preparation of the group financial statements,
and of whether the accounting policies are appropriate to the group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit 50 as 10 abtain all the information and explanations which we considered necessary in order o provide us
with sufficient evidence Lo give reasonable assurance that the group financial statements are free from material misstatement, whether caused
by fraud or other irregularity of error, In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
group financial statements.

Opinion

In our opinion :

» the group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of the
group’s affairs as at 31 December 2007 and of its profit for the year then ended;

& the group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of tha tAS
Regulation; and

m the information given in the Oirectors’ Report is consistent with the group financial statements.

Ernst & Young LLP
Registered auditor
London, 18 March 2008
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Consolidated Income Statement
For the year ended 31 December 2007

Before Before

exceptional  Exceptional Total exceptional Exceptional Total
U5im Notes items items’ 2007 iterns** itemst** 2006~
Revenue 28,542 - 28,542 17,102 - 17,102
Cost of sales* (15,544) - (+5,544) (8.4380) - (8,490)
Distribution costs (1,439) - (1.439) (1,130) - (1,130)
Administrative expenses* (586) - {685) (502) - (502)
Share of results from associates 20 15 - 15 4 - 4
income and costs of acquisition
refated activities - 275 275 - - -
Disposal fair value adjustment - (25) (25) - - -
Profit an sale of available-for-sale financial assets - - - - 63 63
Profit on sale of operations - - - - 16 16
Restructuring and closure costs - - - - (50) (50)
Profit before interest, taxation,
depreciation and amortisation 10 10,888 250 11,138 6,984 29 7,013
Depreciation and amortisation:
— Cost of sales (2,038} - (2,038) (1,187) - (1,187
- Administrative expenses (58) - (58) (32) - (32)
Impairment of assets:
~ Administrative expenses - - - - (1.824) {1.824)
Profit before interest and taxation 10 8,792 250 9,042 5,765 (1,795) 3,970
Finance income 10 . 142 74 216 110 170 280
fFinance costs 10 {935) (196} {1,131) (639) (235) (874)
Profit before taxation 1,999 128 8,127 5.236 {1.860) 3,376
Income tax (expenseybenefit 1 (2,301) {10) {2.311) (1,545) n (1,534)
Profit from continuing operations 5.698 118 5.816 3,691 (1.849) 1,842
Profit after tax from discontinued operations 8 52 1 53 64 - 64
Profit for the year 5,750 119 5,869 3,755 (1,849) 1,906
Attributable to:
Equity holders of the parent 5.424 19 5,543 3,350 (1,849) 1,50
Minority interests 326 - 326 405 - 405

5.750 119 5,869 3,755 {1.849) 1,906

Earnings per share {(U5$}
- basic {continuing operaticns) 12 $.60 .12 5.72 4.26 (2.40} 1.86
- basic 12 5.66 0.12 5.78 4.34 {2.40) 154
- diluted {continuing operations) 12 5.47 0.12 5.59 399 {2.22) 1.77
- diluted 12 5.52 0.12 5.64 4.07 {2.22) 1.85
Dividends {US$m)
- declared and paid 13 443 25
- proposed 13 326 281
Dividend per share (US¢)
- declared and paid 13 46.0 340
- proposed 13 34.0 30.0

* Before depreciation, amanisaticn and impairment charges

t Exceptional iterrss are significant items of income and expense, presented separately dus to their nature or the

xpected infreguency of the events giving rise to them

**Restated for the revisians to the Falconbridge, Cemejon and Tintaya acquisitions in 2006 (refer to note 7) and the dispasal of the aluminium business unit (refer 1o note 8)




Consolidated Balance Sheet
As at 31 December 2007
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Ustm Notes 2007 2006+
Assets
Non-current assets
Intangible assets 14, 15 9,382 8,962
Property. plant and equipment 16 33,317 26,498
Biological assets 17 19 15
Inventories 18 17 75
Trade and other receivables 19 85 84
Investments in associates 20 186 179
Available-for-sale financial assets 22 203 170
Derivative financial assets 23 210 57
Cther financial assets 24 98 183
Pension asset 34 5 5
Prepayments 30 23
Deferred tax assets it 7 22
43,559 39,273
Current assets
Inwventories 18 4,167 3,539
Trade and other receivables 19 2,967 2.829
Derivative financial assets 23 89 11
Other financial assets 24 54 2
Prepayments 265 206
Cash and cash equivalents 25 1,148 1,860
8,690 8.447
Total assets 52,249 42,720

*Restatad for the revisions to the Fakanbridge, Cerzejon and Tintaya acquisitions in 2006 (refer to note 7)

Exs

o
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Consolidated Balance Sheet {continued)
As at 31 December 2007

Usim Notes 2007 2006
Equity and liabilities
Capital and reserves - attributable to equity holders of Xstrata plc
Issued capital 26 485 471
Share premium 26 9.899 9,522
Cwn shares 26 (651) (154)
Convertible borrowings - equity component 26,29 S6 78
Other reserves % 5,055 4,472
Retained earnings 26 8,984 4,057
23,828 18,445
Minority interests 26 1,430 1,146
Total equity 25,258 19,592
Non-current liabilities
Trade and other payables 27 54 95
Interest-bearing loans and borrowings 28 11.678 12,946
Convertible borrowings 29 327 525
Derivative finantial tiabifities 30 206 172
Provisions 31 2,454 2,054
Pensian deficit 34 227 216
Deferred tax liabilities 1 6,056 5,463
Other liabilities 32 78 16
21,080 21,487
Current liabilities
Trade and other payables 27 3,745 3,125
Interest-bearing loans and borrawings 28 1,118 1,990
Derivative financial liabilities 30 205 78
Pravisions 3 344 289
Income taxes payable 454 1,118
Other [iabilities 32 45 41
5911 6.641
Tota! liabilities 26,991 28,28
Total equity and liahilities 52,249 47,720

*Restated for the revisions 1o the Falconbridge, Cerrejon and Tintaya acquisitions in 2006 {refer to note 7}

The financial statements on pages 138 to 253 were approved by the Board of Directors on 1

Trevor Reid
Chief Financial Officer

8 March 2008 and signed on its behalf by:

—
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Consolidated Cash Flow Statement
For the year ended 31 December 2007

Ustm Notes 2007 2006*
Profit before taxation {continuing operations) 8,127 3,376
Adjustments for:

Profit befare tax from discontinued operations g 89 93
Finance income 10 (218) {282)
Finance cost 10 1,133 881
Share of results from associates 20 {19 4)].
Profit on sale of available-for-sale financial assets 10 - {63)
Net (profit¥loss on disposal of property, plant and equipment 3 (3)
Impairment of assets 10 - 1,824
Disposa! fair value adjustment 10 25 -
Depreciation 10 2,025 1,221
Amortisation 10 102 23
Share-based compensation plans 10 103 91
Increase in trade and other receivables (348) (224)
Increase in other assets (106) {154)
Increase in inventories {652) (178)
Increase in trade and other payables 552 159
Increase/(decrease)} in provisions 224 (34
Other non-cash movements 2 (20)
Cash generated from operations 11,046 6,706
Income tax paid (2,965) (1,022
Interest paid {803) (498)
Interest received 132 87
Dividends received - assodiates - 10
Dividends received - other 4 3
Net cash flow from operating activities 7,414 5.286
Purchase of property, plant and equipment (2.848) {1.469)
Proceeds from sale of property, plant and equipment 86 3z
Purchase of intangible assets (14) {16)
Purchase of available-for-sale financial assets (Ch)] 3
Proceeds from the sale of available-for-sale assets 10 - 190
Payments to black empowerment partner (44) -
Acquisition of subsidiaries, net of cash acquired (2,130) {17.064)
Acquisition of interest in joint venture, net of cash acguired - {1.115)
Disposal of subsidiaries, net of disposal costs and cash disposed 1,120 24
Net cash flow used from investing activities (3.871) {20,021)
Issue of share capital - 6,684
Purchase of own shares (532) an
Disposal of own shares . 56 1,134
Proceeds from interest bearing loans and borrowings 6,666 22,807
Interest bearing loans and borrowings issue costs (39) {85)
Repayment of interest bearing toans and borrowings {9.431) {14,035)
Payment of finance lease liabilities {159) (28)
Dividends paid 1o equity holders of the parent (443) {251}
Dividends paid to minority interests (485) (202}
Capital injection from minoarity interests 180 -
Redemption of minority interests (22} (95)
Net cash flow used in financing activities (4.208) 15,918
Net increaseAdecrease) in cash and cash equivatents (665) 1,183
Net foreign exchange difference ’ 17 13
Cash and cash equivalents at 1 January 1,717 521
Cash and cash equivalents at 31 December 25 1,069 1,717

*Restated for the revisions to the Falconbridge, Cerrejon and Tintaya acquisitions in 2006 (reter to note 7)
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Consclidated Statement of Recognised Income and Expense
For the year ended 31 December 2007

USSm 2007 2006
Income and expenses recognised directly in equity:
Actuarial gainsilosses) on delined benefit pension plans {98) n
Gains on available-for-sale financial assets 49 1,892
Reversal of revaluation surplus on available-for-sale financial assets - (2,209)
Revaluation of property. plant and equipment 22 1,418
Losses on ¢ash flow hedges {261) {78)
Foreign currency translation differences 670 244
382 1,342
Transfers to the income statement;
Losses on cash flow hedges 121 125
Gains on sale of available-for-sale financial assets - (63)
Recycled foreign currency transiation net losses 28 47
51 1,451
Tax on items taken directly to or transfersed from equity n 15
Net income recognised directly in equity . 524 1,466
Profit for the period 5.869 1,906
Total recognised income and expense for the period 6,393 3,372
Attributable to:
Equity holders of the parent 6.067 2,967
Minority interests 326 405
6.393 33712

“Restated for the revisions to tha Falcanbridge, Cerrejon and Tintaya acquisitions in 2006 {refer to note 7)
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Notes to the Financial Statements

1. Corporate Information

The consclidated financial statements were autharised for issue in accordance with a directars” resokition on 18 March 2008. The ultimate
parent entity of the Group, Xstrata plc, is 2 publicly traded limited company incorporated in England and Wales and domiciled in Swatzeriand.
Its ordinary shares are traded on the London and Swiss stock exchanges. The principal activities of the Group are described in note 9.

2. Statement of compliance

The consclidated financial statements of Xstrata ple and its subsidiaries {the Group) are prepared in accordance with International Financial
Reporting Standards (IFRS} issued by the International Accounting Standards Board {IASB) and interpretations of the International Financial
Reporting Interpretations Committee {FRIC), as adopted by the European Union, effective for the Group's reporting for the year ended

31 December 2007.

3. Basis of preparation

The consolidated financial statements are presented in US dollars, which is the parent’s functional and presentation currency, and all values
are rounded to the nearest million except where otherwise indicated. The accounting policies in note & have been applied in preparing the
consolidated financial statements.

4. Significant accounting judgements and estimates

Estimates
The preparation of these financial statements requires management to make estimates and assumptions that affect the reported amounts of

assets and liabilities at the date of the financial statements and reported amounts of revenues and expenses during the year. Actual outcomes
could diffar from these estimates. The below are the most critical estimates and assumptions:

Estimated recoverable reserves and resources

Estimated recoverable reserves and resources are used 1o determine the depreciation of mine production assets, in accounting for deferred
stripping costs and in performing impairment testing. Estimates are prepared by appropriately qualified persons, but will be impacted by
forecast commodity prices, exchange rates, production ¢osts and recoveries amongst other factors. Changes in assumptions will impact the
carrying value of assets and depreciation and impairment charges recorded in the income statement,

Envircnmental rehabilitation costs
The provisions for rehabilitation costs are based on estimated future costs using informaticn available at the balance sheet date. To the extent
the actual costs differ from these estimates, adjustments will be recorded and the income statement may be impacted (refer to note 31).

Impairment testing

Note 15 outlines the significant assumptions made in performing impairment testing of goodwill and certain intangible assets. Similar
assumptions are made when testing other non-current assets. Changes in these assumptions may alter the results of impairment testing,
impairment charges recorded in the income statement and the resulting carrying values of assets.

Defined benefit pension plans and post retirement medical plans
Note 34 autlines the significant assumptions made when accaunting for defined benefit pension plans and past retirement medical plans,
Changes to these assumplions may alter the resulting accounting and ultimately the amount charged io the income statement.
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Notes to the Financial Statements

5. Changes in atccounting policies, new standards and interpretations not applied

Changes in accounting policies

standards and interpretations:

® [FRIC 7 *Applying the restatement approach under IAS 29"
The Group adopted IFRIC Interpretation 7 which details the requirements of applying LAS
hyperinflation in the economy of its functional curiency, when that economy was not hy,
therefore restates its financial statements in accordance with IAS 29. The adoption of thi
earnings or equity in the current ar prior years.

8 [FRIC 10 ‘Interim Financial Reporting and Impairment’

interim period in respect of goodwill or an investment in either an equity instrument of a

® IFRS 7 ‘Financial Instruments: Disclosures’ {refer to note 36}
® A5 1 "Amendment: Capital disclosures’

New standards and interpretations not applied
The 1ASB and IFRIC have issued the following standards and interpretations with an effective

The Group adopted IFRIC Interpretation 1Q which requires that an entity must not reversg

interpretation has had no impact on Group earnings or equity in the current or prior year.

The accounting policies adopted in the preparation of the consolidated financial statements gre consistent with those {ollowed in the
preparation of the Group’s annual financial statements for the year ended 31 December 2005, except for the adoption of the following new

29 where an entity identifies the existence of
berinflationary in the prior period, and the entity
interpretation has had no impact on Group

an impairment loss recognised in a previous
financial asset carried at cost. The adoption of this

The Group has also adopted the following disclosure standards from 1 January 2007, both ofl which affect disclosures in the financial
statements but neither of which have had any impact on Group earnings or equity in the curIenl or prior periods:

Hate after the date of these finandial statements,

consequently these pronouncements will impact the Group's financial siatements in future pefiods,

Effective date
m FRS3 (Revised) "Business Combinations’ 1 july 2009
| AS 27 ‘Consolidated and Separate Financial Statements’ 1 July 2009
s IAS23 (Revised) ‘Barrowing Costs’ 1 January 2009
® IFRS8 ‘Operating segments’ i January 2009
8 FRIC N *Group and treasury share transactions’ 1 March 2007
a IFRIC 14 ‘The Limit on a Defined Benefit Asset, Minimumn Funding Reguirements andjtheir interaction’ 1 January 2008

financial statements should there be an acquisition in the period.

on the income, net assets ar equity.

The directors do not anticipate that the adoption of these standards and interpretations on thpir effective dates will have a material impact on
the Group's financial statements in the period of initial application, notwithstanding 1FRS 3 (Rgvised) 'Business Combinations’ may impaal the

Upon adoption of IFRS B, the Group will be required to disclose segment information based of the information management uses for internally
evaluating the performante of operating segments and altocating resources (o those segmentL. This information may be different fram that
reported in the balance sheet and income statement but the Group will provide an explanatio

for such differences. There will be no impact
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6. Principal Accounting Policies

Basis of consclidation

The financial statements consolidate the financial statements of Xstrata ple {the Company) and its subsidiaries {the Group). All inter-entity
balances and transactions, including unrealised profits and losses arising from intra-group transactions, have been eliminated in full. The results
of subsidiaries acquired or sold are consolidated for the periods from or to the date on which control passes. Control is achieved where the
Group has the power to govern the financial 2nd operating palicy of an entity so as to obtain benefits from its activities. This occurs when the
Group has more than 50% voting power through ownership or agreements, except where minority rights are such that a minority shareholder
is able to prevent the Group from exercising control. In addition control may exist without having more than 50% voting power through
ownership or agreements, or in the circumstances of enhanced minority rights, as a consequence of de facto control. De facto contro! is control
without the legal right to exercise unilateral contral, and involves decision making ability that is not shared with others and the ability to give
directions with respect to the operating and financial policies of the entity concerned. Where there is a loss of control of a subsidiary, the
financial statements inctude the results for the part of the reporting period during which Xstrata plc has control. Subsidiaries use the same
reporting period and same accounting policies as Xstrata ple.

Interests in Joing Ventures

A joint venture is a contractual arrangement whereby two or more parties undertake an economic activity that is subject to joint control. The
financial statements of the joint ventures are generally prepared for the same reporting period as the Company, using consistent accounting
policies. Adjustments are made 10 bring into line any dissimilar accounting policies that may exist in the underlying records of the joint venture.

Jointly controlled operations

A jointly controlled operation involves the use of assets and other resources of the Group and other venturers rather than the establishment
of a corparation, partnership or other entity. The Group accounts far 1he assets it controls and the liabilities it incurs, the expenses it incurs
and the share of income that it earns from the sale of goods or services by the joint venture.

Jointly controlled assets

A jointly controlled asset involves joint control and ownership by the Group and other venturers of assets contributed to or acquired for the
purpose of the joint venture, without the formation of a carporation, partnership or other entity. The Group accounts for its share of the jointly
controlled assets, any liabilities it has incurred, its share of any liabilities jointly incurred with other ventures, income from the sale or use of its
share of the joint venture’s output, together with its share of the expenses incurred by the joint venture, and any expenses it incurs in relation
10 its interest in the joint venture.

lointly controlled entities

A jointly controlled entity involves the establishmen: of a corporation, partnership or other legal entity in which the Group has an interest along
with other venturers. The Group recagnises its interest in jointly controlled entities using the proportionate method of consolidation, whereby
the Group's share of each of the assets, liabilities, incorme and expenses of the joint venture are combined with the similar items, line by line,

in its consolidated finandal statements.

When the Group contributes or sells assets 10 a joint venture, any gain or loss from the transaction is recognised based on the substance of the
transaction. When the Group has transferred the risk and rewards of ownership to the joint venture, the Group only recognises the portion of
the gain or loss attributable to the other venturers, unless the loss is reflactive of an impairment, in which case the loss is recognised in fuli.
When the Group purchases assets from the joint venture, it does not recognise its share of the profits of the joint venture from the transaction
until it resells the assets to an independent party. Losses are accounted for in a similar manner unless they represent an impairment loss, in
which case they are recognised immediately.

Joint ventures are accounted for in the manner outlined above, until the date on which the Group ceases to have joint ¢ontrol over the
joint venture.

Investments in Associates
Entities in which the Group has significant influence and which are neither subsidiaries nor joint ventures, are associates, and are accounted

for using the equity method of accounting. Under the equity method of accounting, the investment in the associate is recognised on the
balance sheet on the date of acquisition at the fair value of the purchase consideration and therefore includes any goodwill on acquisition. The
carrying amount is adjusted by the Group's share of the post-acquisition profit or loss; depreciation, amortisation or impairment arising from {3ir
value adjustments made at date of acquisition and certain inter-entity transactions together with a reduction for any dividends received or
receivable from the associate. Where there has been a change recognised directly in the equity of the associate, the Group recognises its share
of such changes in equity.
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Notes to the Financial Statements

6. Principal Accounting Policies (continued)

The financial statements of the associates are generally prepared for the same reporting per

od as the Company, using consistent accounting

policies. Adjustments are made to bring into line any dissimilar accounting policies that may|
Adjustments are made in the consolidated financial statements to efiminate the Groups sha
between the Group and its associates.

exist in the underlying records of the associate.
e of unrealised gains and losses on transactions

The Group discontinues its use of the equity method from the date on which it ceases to hgve significant influence, and from that date,
accounts for the investment in accordance with 1AS 39 {with its initial cost being the carrying amount of the associate at that date), provided
the investment does not then qualify as a subsidiary or joint venture. The Group's income siatement reflects the share of associates’ results
after tax and the Group’s statement of recognised income and expense includes any amoun}s recognised by associates outside of the

income statement.

Business Combinations

On the acquisition of a subsidiary, the purchase method of accounting is used, whereby thejpurchase consideration is allocated to the
identifiable assets, liabilities and contingent liabilities {identifiable net assets) on the basis of fair value at the date of acquisition. Those mining

rights, mineral reserves and resources that are able to be refiably valued are recognised in th
potential reserves, resources and mineral rights, for which in the directors® opinion, values ¢

When the cos! of acquisition exceeds the fair values attributable to the Group’s share of thej
purchased goodwill, which is nat amortised but is reviewed for impairment annually or whe

assessment of fair values on acquisition. Other
nnot be reliably determined, are not recognised.

identifiable net assets the difference is treated as
¢ there is an indication of impairment. If the fair

value attributable to the Group’s share of the identifiable net assets exceeds the cost of acquisition the difference is immediately recognised in

the income statement.

Minority interests represent the portion of profit or loss and net assets in subsidiaries that ar
in the consolidated balance sheet, separately from the parent shareholders’ aquity.

When a subsidiary is acquired in a number of stages, the cost of each stage is compared wi
the date of that purchase. Any excess is trealed as goodwill, or any discount is immediately
contrel is obtained, the identifiable net assets are recognised in the Group balance sheet at
value recognised and the value on the date of the purchase is recognised in the asset revalu

Similar procedures are applied in accounting for the purchases of interests in associates. Any
within the carrying amount of the investment in the associates, but not thereafter amertiseg
value of the associate’s identifiable assets, liabilities and contingent liabilities over the cost o
of the purchase,

Foreign currencies

p not held by the Group and are presented in equity

h the fair value of the identifiable net assets at
recognised in the income statement. On the date
air value and the difference between the fair
htion reserve.

goodwill arising on such purchases is included
. Any excess of the Group's share of the net fair
the investment is included in income in the period

Financial statements of subsidiaries, joint ventures and associates, are maintained in their fu

ctional currencies and converted 1o US dollars

for consolidation of the Group results. The functional currency of each entity is determined after consideration of the primary economic

environment of the entity.

Transactions in foreign currencies are translated at the exchange rates ruling at the date of transaction. Monetary assets and liabilities

denominased in foreign currencies are re-translated at year-end exchange rates. Alk differen

that arise are recorded in the inCome statement.

Non-monetary assets measured at historical cost in a foreign currency are translated using the exchange rates at the date of the initial

transactions. Where non-monetary assets are measured at fair value in a foreign currency, t
the fair value was determined. Where the exchange difference relates to an item which has
difference is also recorded in equity.

are translated at the exchange rates when
been recorded in equity, the related exchange
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6. Principal Accounting Policies (continued)

On consolidation of foreign operations into US dollars, income siatement items are translated at weighted average rates of exchange where
this is 2 reasonable approximation of the exchange rate at the dates of the transactions. Balance sheet items are translated at closing exchange
rates, Exchange differences on the re-translation of the investments in foreign subsidiaries, joint ventures and associates at closing rates,
together with differences between income statements transfated at average and at closing rates, are recorded in a separate component of
equity. Exchange differences relating to quasi equity inter-company loan balances with the fareign operations which form part of the net
investment in the foreign operation are also recognised in this component of equity. On disposal or partial disposal of a foreign entity or on
repayment of loans forming part of the net investment in the foreign entity, the deferred cumulative amount recognised in equity relating to
that panticular foreign operation is recognised in the income statement.

Exchange differences on forelgn currency borrowings to finance net investments and tax ¢harges/credits attributable ta those exchange
differences are also recorded in a separate component of equity to the extent that the hedge s effective. Upon full or partial disposal or
repayment of the net investment in the foreign operation (including loans that form part of the net investrnent), the cumulative amount
of the exchange differences is recognised in the income statement when the gain or loss on disposal or the loan repayment is recagnised.

The following exchange rates to the US dollar {US$) have been applied:

Average Average

31 December 12 months 31 December 12 months

2007 2007 2006 2006

Argentine pesos (US$:ARS) 3.1500 3.1155 3.0610 3.0745
Australian doliars {AUD:USS) 0.8751 0.8389 0.7886 0.7535
Canadian dollars {US$:CAD} 0.9984 1.0740 1.1659 1.1342
Chilean pesos (US$:.CLP) 497.95 s22.21 532.32 $30.54
Colombian pesos (US3.COP) 2.018.00 2,075.16 2,240.00 2,359.39
Euros (EUR:USS) 1.4590 1.3708 1.3200 1.2566
Great Britain pounds (GBP:USS) 1.9849 2.0020 1.9589 1.8437
Peruvian nuevo sof (USY:PEN) 2.9980 3.1285 31950 3.2737
South African rand (US$:ZAR) 6.8626 7.0506 7.0061 6.7701
Swiss francs (USS:CHF) 1.1335 1.2000 1.2190 1.2529

Revenue

Revenue associated with the sale of commadities is recognised when all significant risks and rewards of ownership of the asset sold are
transferred to the customer, usually when insurance risk has passed 1o the customer and the commodity has been defivered to the shipping
agent. Revenue is recognised, at fair value of the consideration receivable, to the extent that it is probable that econamic benefits will flow
to the Group and the revenue can be reliably measured. Sales revenue is recognised at the fair value of consideration received, which in most
cases is invoiced amounts, with most sales being priced free on board (FOB), free on rail (FOR} or cost, insurance and freight (CIF). Revenues
from the sale of by-preducts are also included in sales revenue. Revenue excludes treatment and refining charges unless payment of these
amounts can be enforced by the Group at the time of the sale.

For some commodities the sales price is determined provisionally at the date of sale, with the final price determined at a mutually agreed date,
genejally at 3 quoted market price at that time. In order to ensure that revenue is recorded at the fair value of consideration to be received,
adjustments are made to the invoice price based on the forward metal prices published at the balance sheet date.

Interest income
Interest income is recognised as earned on an accruals basis using the effective interest method in the income statement.
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6. Principal Accaunting Policies (continued)

Exceptionat items

financiat performance in the year, so as to facilitate comparison with prior periods and to
Exceptional items include, but are not limited to, goodwill impairments, acquisition and int
profits and losses on the sale of investments, profits and losses from the sale of operations,
translation reserve, foreign currency gains and losses on borrowings, restructuring and clos
refinancing and the related tax impacts of these items.

Property. plant and equipment

Land and buildings, plant and equipment
On initial acquisition, land and buildings, plant and equipment are valued at cost, being the
of acquisition or construction required to bring the asset to the location and condition nec
manner intended by management. In subsequent periods, buildings, plant and equipment
any impairment in value, whilst land is stated at cost less any impairment in value and is no

Depreciation is provided 5o as 1o write off the cost, less estimated residual values of buildin
at the balance sheet date} on the following bases:

Mine production assets are depreciated using a unit of production method based on estima
in a depreciation charge propartional to the depletion of reserves. Buildings, plant and equi
using the straight-line method based on estimated useful lives. Where parts of an asset haw
each separate part. Each item or part’s estimated useful life has due regard to both its own
of economically recoverable reserves of the mine property at which the item is located, and
Estimates of remaining useful lives and residual values are reviewed annually. Changes in est
are accounted for prospectively,

The expected useful lives are as follows:

Buildings
Plant and Equipment

The net carrying amounts of land, buildings, plant and equipment are reviewed for impair
level when events and changes in circumstances indicate that the carrying amount may not

Exceptional items represent significant itemns of income and expense which due to their natgre or the expected infrequency of the events giving
rise to them, are presented separately on the face of the income statement to give a bette;Idnderslanding to shareholders of the elements of

tter assess trends in financial performance.

ration costs which have not been capitalised,

led gains and losses from the foreign currency
e costs, loan issue costs written-off on facility

purchase price and the directly attributable costs
sary for the asset to be capable of operating in the
e stated at cost fess accumulated depreciation and
depreciated.

. plant and equipment (based on prices prevailing

economically recoverable reserves, which results
ment unrelated to production are depreciated
difterent usetu! lives, depreciation is calculated on -
hysical life limitations and the present assessment
0 possible future variations in those assessments.
mates which affect unit of production calculations

i5 - 40 years
4 - 30 years

nt either individually or at the cash-generating unit
»e recoverable. To the extent that these values

exceed their recoverable amounts, that excess is fully provided against in the financial year in which this is determined.

Expenditure an major mainienance or repairs includes the cost of the replacement of parts o]

assets and overhaul costs. Where an asset or part

of an asset is replaced and it is probable that future economic benefits associated with the ittm will be available to the Group, the expenditure
is capitalised and the carrying amount of the item replaced derecognised. Similarly, overhaul fosts associated with major maintenance are

capitalised and depreciated over their useful lives where it is probable that future economic
amounts of the cost of previous overhauls are derecognised. All other costs are expensed as

Where an item of property, plant and equipment is disposed of, it is derecognised and the di
proceeds is disclosed as a prolit or loss on disposal in the income statement. Any items of pr
future economic benefits expected 10 arise from their continued use or disposal are derecogn
statement in the financial year in which the item is derecognised.

enefits will be available and any remaining carrying
ncurred.

[erence between its carrying value and net sales
sperty, plant or equipment that cease to have
ised with any gain or loss included in the income
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6. Principal Accounting Policies (continued)

Exploration and evaluation expenditure
Exploration and evaluation expenditure relates to ¢osts incurred on the explosation and evaluation of potential mineral reserves and resources
and includes costs such as exploratory drilling and sample testing and the costs of pre-feasibility studies. Exploration and evaluation expenditure
for each area of interest, other than that acquired from the purchase of another mining company, is carried forward as an asset provided that
one of the following conditions is met:
®  such cosis are expecied ta be recouped in full through successful development and exploration of the area of interest or alternatively, by its
sale; or
a exploration and evaluation activities in the area of interest have not yet reached a stage which permits a reasonable assessment of the
existence or otherwise of economically recoverable reserves, and active and significant operations in relation to the area are continuing,
or planned for the future,

Purchased exploration and evaluation assets are recagnised as assets at their cost of acquisition or at fair value if purchased as part of a
business combination.

An impairmen? review is performed, either individually or at the cash-generating unit level, when there are indicators that the careying amount
of the assets may exceed their recoverable amounts. To the extent that this occurs, the excess is fully provided against, in the financial year in
which this is determined. Exploration and evaluation assets are reassessed on a regular basis and these costs are carried forward provided that
at least one of the conditions outlined above is met, Expenditure is {ransferred to mine development assets or capita! work in progress once
the work completed to date supports the future development of the property and such development receives appropriate approvals.

Mineral properties and mine devefopment expenditure

The cost of acquiring mineral reserves and mineral resousces is capitalised an the batance sheet as incurred. Capitalised costs (development
expenditure) include costs associated with a start-up period where the asset is available for use but incapable of operating at normal levels
without a commissioning period.

Mineral reserves and capitalised mine development expenditure are, upon commencement of production, depreciated using a unit of
production method based an the estimated economically recoverable reserves to which ihey relate or are written off if the property is
abandoned. The net carrying amounts of mineral reserves and resources and capitalised mine development expenditure at each mine property
are reviewed for impairment either individually or at the cash-generating unit level when events and changes in circumstances indicate that the
carrying amount may not be recoverable. To the extent that these values exceed their recoverable amounts, that excess is fully provided against
in the financial year in which this is determined.

Capital work in progress

Assets in the course of construction are capitalised in the ¢apital work in progress account. On completion, the cost of construction is
transferred to the appropriate category of property, plant and equipment. The cost of property, plant and equipment comprises its purchase
price and any costs directly attributable ta bringing it into working condition for its intended use. Costs associated with a start-up period are
capitalised where the asset s available for use but incapable of operating at normal levels without a commissioning period.

Capital work in progress is not depreciated.

The net carrying amounts of capital work in progress at each mine property are reviewed for impairment either individually or at the cash-
generating unit level when events and changes in circumstances indicate that the carrying amount may not be recoverable, To the extent
that these values exceed their recoverable amounts, that excess is fully provided against in the financial year in which this is determined.

Leasing and hire purchase commitments

The determination of whether an arrangement is, or contains a lease is based in the substance of the arrangernent at inception date, including
whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets or whether the arrangement conveys a right to
use the asset. A reassessment after inception is only made in specific circumstances.
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6. Principal Accounting Policies (continued)

Assets held under finance leases, where substantially alt the risks and rewards of ownership
purchase contracts are capitalised in the balance sheet at the lower of the fair value of the
lease payments during the lease term calculated using the interest rate implicit in the lease
inception of the lease and are depreciated over the shorter of their estimated usefuf lives or

of the asset have passed to the Group, and hire
eased property or the present value of the minimum
hgreement. These amounts are determined at the
lease term, The capital elements of future

obligations under leases and hire purchase contracts are included as liabilities in the balancg sheet. The interest elements of the lease or hire

purchase obligations are charged to the income statement over the periods of the leases arn
proportion of the balance of capital repayments outstanding.

Leases where substantially all the risks and rewards of ownership have not passed to the Gf
payable under operating leases are charged to the income statermnent on a straight-line basi

d hire purchase contracts and represent a constant

pup are classified as operating leases. Rentals
over the fease term.

Deferred stripping costs
In cpen pit mining operations, it is necessary to remove overburden and other waste in ord

r to access the ore body. During the pre-production

phase, these costs are capitalised as part of the cost of the mine property and depreciated Dased on the mine's strip ratio {refer below). The
costs of removal of the waste material during a mine's production phase are deferred, whefe they give rise to future benefits. The deferral of

these costs, and subsequent charges 1o the income statement are determined with referen

The mine's strip ratio represents the ratio of the estimated total volume of waste, to the es
ore, aver the life of the mine. These costs are deferred where the actual stripping ratios are
The costs charged to the income statement are based on application of the mine’s strip rati
Where the ore is expected to be evenly distributed, waste removal is expensed as incurred.

Biological assets
Biological assets, being cattle, are carried at their fair value less estimated selling costs. Any
are included in the income statement in the period in which they arise.

Imangibte assets

Purchased intangible assets are recorded at the cost of acquisition including expenses incid
amortisation and any impairment in value. Intangible assets acquired as part of an acquisiti
goodwill if the asset is separable or arises from contractuat or legal rights and the fair vatue

Internally generated goodwill is not recognised.

Intangible assets are amortised over their estimated useful lives, except goodwill and those
having indefinite useful lives, which are not amortised but are reviewed for impairment at !
indicate that the carrying amount may not be recoverable. intangible assets are regarded ag
of all the relevant factors, there is no foreseeable limit to the period over which the asset is|
are performed annually. Estimated useful lives are determined as the period over which the
of production {or similar} units expected to be obtained from the asset by the Group and fg
those benefits.

to the mine’s strip ratio.

mated total quantity of economically recoverable
higher than the average life of mine strip ratio.
to the quantity of ore mined in the period.

changes in fair value less estimated selling costs

ntal to the acquisition, less accumulated
n of & business are capitalised separately from
can be measured reliably on initfal recognition,

ntangible assets which the directors regard as
bast annually, and whenever events or drcumstances
having an indefinite lite when, based on an analysis
expected 1o generate net cash flows. Such analyses
Group expects to use the asset or the number
r which the Group retains control of access to

For intangible assets with a finite usefud life, the amortisation method and period are revie\:rd annually and impairment testing is undertaken

when circumstances indicate the carrying amount may not be recoverable. Where an intan
difference between its carrying value and the net sales proceeds is reported as a profit or id
finarcial year the disposal occurs.

Coal export rights
Coal export nights are carried at cost and amortised using a units-of-praduction method ba
access to such rights.

Software and technology patents )
Software and technology patents are carried at cost and amortised over a period of 3 yeary

ible asset is disposed of, it is derecognised and the

ks on disposal in the income statement in the

tedt on the reserves that exist in the location that has

and 20 years respectivety.
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Hydroelectricity rights
Hydroelectricity rights acquired in connection with the acquisition of the Fakonbridge Group (refer ta note 7) have been recorded at fair value
at the date of acquisition and will be amartised over the expected life of the operation fallowing the campletion of construction.

Long-term feed contract
A long-term feed contract acquired in connection with the acquisition of the Falconbridge Group {refer to note 7) has been recorded at fair
value at the date of the acquisition and is being amortised over the remaining conteact term.

Impairment of assets

The carrying amounts of non-current assels are reviewed for impairment whenever events or changes in circumstances indicate the carrying
amounts may not be recoverable. If there are indicators of impairment, a review is undertaken 1o determine whether the carrying amounts
are in excess of their recoverable amounts. An asset’s recoverable amount is determined as the higher of its fair value less costs to sell and its
value in use, Such reviews are undertaken on an asset by asset basis, except where assets do not generate cash flows independent of other
assets, in which case the review is undertaken at the cash-generating unit level.

Where a cash-generating unit, or group of cash-generating units, has goodwill allocated to it (excluding goodwill recognised as a result of the
requirement to recognise deferred tax liabilities on acquisitions), or includes intangible assets which are either not available for use or which
have an indefinite useful fife {and which can only be tested as part of a cash-generating unit), an impairment test is performed at least annually
or whenever there is an indication that the carrying amounts of such assets may be impaired.

If the carrying amount of an asset exceeds its recoverable amount, an impairment loss is recorded in the income statement to reflect the asset
at the lower amount. In assessing the recoverable amount of assets, the relevant future cash flows expected to arise from the continuing use of
such assets and from their disposal are discounted to their present value using a market-determined pre-tax discount rate which reflects current
market assessments of the time value of money and asset-specific risks for which the cash flow estimates have not been adjusted.

An impairment loss is reversed in the income statement if there is a change in the estimates used to determine the recoverable ameunt since
the prior impairment loss was recognised. The carrying amount is increased to the recoverable amount but not beyond the carrying amount
net of depreciation or amortisation which would have arisen if the prior impairment foss had not been recognised. After such a reversal the
depreciation charge s adjusted in future periods to allocate the asset’s revised carrying amount, less any residuat value, on a systematic basis
over its remaining useful life, Goodwill impairments are not reversed.

Non-current assets held for sale

Non-current assets and disposal groups are dlassitied as held for sate if their carrying amounts will be recovered through a sale transaction
rather than through continuing use. This condition is regarded as met only when the sale is highly probable and the assets or disposal groups
are available for immediate sale in their present condition. The Group must be committed to the sale which should be expected to qualify for
recognition as a completed sale within one year of the date of classification.

Non-current assets (or disposal groups) held for sale are carried at the lower of the carrying amount prior to being dlassified as held for sale,
and the fair value less costs 10 sell. A non-current asset is not depreciated while classified as held for safe. A non-current asset held for sale is
presented separately in the balance sheet. The assets and liabilities of a disposal group classified as held for sale are presented separately as one
line in the assets and liabilities sections on the face of the balance sheet.

Discontinued operations

A discontinued operation is a component of an entity, whaose operations and cash flows are clearly distinguished both operationally and for

financial reparting purposes from the rest of the entity, that has been disposed of or classified as held for sale. To be classified as a discontinued

operation one of the following criteria must be met:

m the operaticn must represent a separate major line of business or geographical area of operations; or

& the operation must be part of a single coordinated plan to dispose of a separate major line of business or geographicat areas of operations;
or

w the operation must be a subsidiary acquired exclusively with a view for resale.

Where the operation is discontinued at the balance sheet date, the results are presented in one line on the face of the income statement, and
prior period results are represented as discontinued.
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Financial instruments

Financial assets are classified as either financial assets at fair value through profit or loss, loar
available-for-sale financial assets, as appropriate. The Group determines the classification of i
result of a change in intention or ability, it is no fonger appropriate to classify an investment

case of investments not at fair value through profit or loss, directly attributable transaction ¢
their fair value. Subsequently, all financial liabilities with the exception of derivatives are carri

Financial assets a1 fair value through profit or loss

Financial assets dlassified as hald for trading are included in the category “financial assets at
are classified as held for trading if they are acquired for the purpose of selling in the near ter
unless they are designated as and are effective hedging instruments. Gains or losses on thesd

Held-to-maturity investments

Non-derivative financial assels with fixed or determinable payments and fixed maturity are d
has the positive intention and ability to hold to maturity, Invesiments intended to be held for
classilication. Other long term investments that are intended to be held-to-maturity, such as

computed as the amount initially recognised minus principal repayments, plus or minus the g
methed of any difference between the initially recognised amount and the maturity amount]
between parties to the contract that are an integral part of the effective interest rate, transag
For investments carried at amortised cost, gains and losses are recognised in income when th
well as through the amortisation process.

Loans and recefvables

Loans and receivables are non-derivative finangial assets with fixed or determinable paymenty
qualify as trading assets and have not been designated as either fair value through profit ang
amortised cost using the effective interest method. Gains and losses are recognised in incom
or impaired, as well as through the amortisation process. Trade and other receivables are rec¢
or their recoverable amount if this differs from the invoiced amount. Where the time value ¢
are carried at their present value. A provision is made where the estimated recoverable amoll

Available-for-sale financial assets

Available-for-sate financial assets are those non-derivative financial assets that are designated
the other three stated categories. After initial recognition available-for safe financial assets ar
recognised as a separate component of equity until the investment is derecognised or until ¢
which time the cumulative gain or loss previously reported in equity Is included in the incomd
fair value based on stock exchange quoted prices at the balance sheet date. Unlisted shares

obtained, otherwise they are stated at cost less any impairment.

Fair values
The fair vatue of quoted financial assets is determined by reference to bid prices at the close

s and receivables, held-to-maturity investments or
s financial assets at initial recognition. Where as a
s held to maturity, the investment is redlassified

into the availabte-for-sale category. When financial assets are recognised initially, they are mefasured at fair value on the trade date, plus, in the

sts. All financial liabilities are initially recognised at
bd at amortised cost.

air value through proiit or loss™. Financial assets
. Derivatives are also classified as held for trading
itermns are recognised in income.

yssified as held-to-maturity when the Group

an undefined period are not induded in this
bonds, are measured at amortised cost. This cost is
rnulative amortisation using the effective interest
This calculation includes afl fees paid or received
tion costs and all other premiums and discounts.
e investmenis are derecognised or impaired, as

that are not quoted in an active market, do not
loss or available-for-sale, Such assets are carried at
b when the loans and receivables are derecognised
sgnised and carried at their original inwoiced value
money is material receivables are discounted and
nt is lower than the carrying amount.

as available-for-sale or are not classified in any of

P measured at fair value with gains or losses being
he investment is determined to be impaired at

b statement. Listed share investrments are carried at
hre carried at fair vatue where it can be reliably

of business on the balance sheet date. Where

Derivative financial instruments are vafued using applicable valuation techniques such as tho

De-recognition of financial assets and liabilities

Financial assets

A financial asset is derecognised where:

® the rights to receive cash flows from the asset have expired;

m the Group retains the right to receive cash flows from the asset, bul has assumed an ob
to a third party under a "pass-through” arrangement; or

]
the asset, or has neither transterred nor retained substantially aff the risks and rewards 0

there is no active market, fair value is determined using valuation techniques. These include fecent arm's length market transactions; reference
to current market value of another instrument which is substantially the same; discounted cash flow analysis and pricing models.

cullined above.

gation to pay them in full without material delay

the Group has transferred its rights 1o receive cash flows from the asset and either has tfansferred substantially all the risks and rewards of

the asset. but has transferred controf of the asset.
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Where the Group has translerred its right to receive cash flows from an asset and has neither transferred nor retained substantiatly all the nisks
and rewards of the asset nor transferred control of the asset, it continues to recognise the financial asset to the extent of its continuing
involvement in the asset.

Financial liabilities

A financial liability is derecognised when the cbligation under the Rability is discharged or cancelled or expires. Gains and losses on de-
recognition are recognised within finance income and finance costs respectively. Where an existing finanda liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a de-recognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recogrised in the income statement.

impairment of financial assets
The Group assesses at each balance sheet date whether a financial asset is impaired.

Financial assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and receivables and held to maturity investments carried at amortised cost has
been incurred, the amount of the loss is measured as the difference between the assel’s carrying amount and the present value of estimated
future cash flows (excluding future credit fosses that have not been incurred} discounted at the financial asset’s original eflective interest rate
{i.e. the effective interest rate computed at initial recognition). The carrying amount of the asset is reduced and the amount of the loss is
recognised in the income statement. Objective evidence of impairment of loans and receivables exists it the borrower is experiencing significant
financial difficulty, there is a breach of cantract, concessions are granted 10 the borrower that would not normally be granted or it is probable
that the bosrower will enter into bankruptcy or a financial reorganisation.

If. in a subseguent period, the amount of the impairment loss decreases and the decrease can be related cbjectively to an event occurring
after the impairment was recognised, the previously recognised impairment loss is reversed. Any subsequent reversal of an impairment loss is
recognised in the income statement, to the extent that the carrying value of the asset does not exceed its amortised cost at the reversal date.

Assets carried at ¢ost

If there is objective evidence that an impairment loss on an unquoted equity instrument that is not carried at fair value (because its fair value
cannot be reliably measured), the amount of the loss is measured as the difference between the asset's carrying amount and the present value
of estimated future cash flows discounted at the current market rate of return for a similar financial asset.

Availabte-for-sale finandial assets

If an available-for-sale financial asset is impaired, an amaunt comprising the difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss previously recognised in profit or loss, is ransferred from equity to the income |
statement, Reversals in respect of equity instruments classified as available-for-sale are not recognised in profit. Reversals of impairment fosses
on debt instruments are reversed through profit or foss, if the increase in fair value of the instrument can be objectively related to an event
occurring after the impairment loss was recognised in profit or loss.

Rehabilitation Trust Fund

Investments in the rehabilitation trust funds are measured at fair value based on the market price of investments held by the trust. In accordance
with IFRIC 5, movements in the fair value are recognised in the income statement. Such amounts relate to trusts in South Alrica which receive
cash contributions to accumulate funds for the Group's rehabifitation liability relating to the eventual closure of the Group's coal operations.

Derivative finandial instruments and hedging

The Group uses derivative financial instruments such as interest rate swaps, forward currency and commodity contracts to hedge its disks
associated with interest rate, foreign currency and commodity price fluctuations. Such derivative financial instruments are initiafly recognised
al fair value on the date on which 3 derivative contract is entered into and are subsequently re-measured at fair value. Derivatives are carried
as assets when the fair value is positive and as liabilities when the fair value is negative.
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loss for the year. The fair value of forward currancy and commodity contracts is calculated by
prices for contracts with similar maturity profiles, The fair value of interest rate swap contrad
for similar instruments.

for the purpose of hedge accounting, hedges are classified as:
a fair value hedges;

m cash flow hedges; or

m  hedges of a net investment in a foreign operation.

At the inception of a hedge relationship, the Group formally designates and documents the
apply hedge accounting and the risk management objective and strategy for undertaking th
of the hedging instrument, the hedged item or transaction, the nature of the risk being hed
instrument’s effectiveness in offsetting the exposure to changes in the hedged item's fair val
Hedges that are expected to be highly effective in achieving offsetting changes in fair value
to determine that they actually have been highly effective throughout the financial reporting

Hedges which meet the strict criteria for hedge accounting are accounted for as follows:

Fair value hedges
Fair value hedges are hedges of the Group's exposure to changes in the fair value of a recog

re-measured at fair value and gains and losses from both are taken to profit or loss.

remaining term to maturity. Any adjustment 1o the carrying amount of a hedged financial in
used is amortised to profit or loss.

Any gains or tosses arising from changes in fair value on derivatives that do not qualify for Hedge accounting are taken directly to profit or

reference to current forward exchange rates and
Is is determined by reference to market vatues

hedge relationship to which the Group wishes to

b hedge. The documentation includes identification
ged and how the entity will assess the hedging

le or cash flows attributable to the hedged risk.

br cash flows and are assessed on an ongoing basis
periods for which they were designated.

nised asset or liability that could aect profit

or loss. The carrying amount of the hedged item is adjusted for gains and losses atiributabley to the risk being hedged, the derivative is

For fair value hedges relating to items carried at amortised cost, the adjustment to carrying value is amortised through profit or loss over the

strument for which the effective interest method is

Amortisation begins when the hedged item ceases to be adjusted for changes in its fair valu

The Group discontinues fair value hedge accounting if the hedging instrument expires or is
meets the criteria for hedge accounting or the Group revokes the designation.

Cash flow hedges

the cost of a non-financial asset or liability, the amounts taken to equity are transferred to t
or liability.

If the forecast transaction is no longer expected to accur, amounts previously recognised in
hedging instrument expires or is sold, terminated or exercised without replacement or rollow

the amount is taken to profit or loss,

Hedges of a net investment

attributable to the risk being hedged.

Id, terminated or exercised, the hedge no longer

Cash flow hedges are a hedge of the exposure to variability in cash flows that is attributable|to a particular risk associated with a recognised
asset or liability or a highly probable forecast transaction that could affect profit or loss. The pfiective portion of the gain or loss on the hedging
instrument is recognised directly in equity, while the ineffective poriion is recognised in profit or loss.

Amounts taken to equity are transferred to the income statement when the hedged transacfion affecis profit or loss. Where the hedged item is

initial carrying amount of the non-financial asset

uity are transferred to profit or loss. If the
r, of if its designation as a hedge is revoked,

amounts previously recognised in equity remain in equity until the forecast transaction occur. If the related transaction is not expected to occur,

Hedges of a net investment in a foreign operation, induding a hedge of a monetary item that is accounted for as part of the net investment,
are accounted for in a way similar to cash flow hedges. Gains or losses on the hedging instryment relating to the effective portion of the hedge
are recognised directly in equity while any gains or losses relating to the ineffective portion afe recognised in profit or loss. On disposal of the
foreign operation, the cumulative value of any such gains or losses recognised directly in equity is transferred to profit or loss.
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Own shares
The cost of purchases of own shares held by the Employee Share Ownership Plan (ESOP) trust are deducted from equity. Where they are issued
to employees or sold, no gain or loss is recognised in the income statement. Any proceeds received on disposal of the shares or transfer to

employees are recognised in equity.

Own shares purchased under the Equity Capital Management Programme (ECMP) are deducted from equity. No gain or loss s recognised in the
income statement on the purchase, sale, issue or cancellation of such shares. Such gains and losses are recognised directly in equity.

interest-bearing loans and borrowings

Loans are recognised at inception at the fair value of proceeds received, net of directly attributable transaction costs. Subsequently, they are
measured at amortised cost using the effective interest method. finance costs are recognised in the income statement using the effective
interest method.

Conwertible borrowings

On issue of a convertible borrowing, the fair value of the liability component is determined by discounting the contractual future cash flows
using a market rate for a non-convertible instrument with similar terms. This value is carried as a liability on the amortised cost basis until
extinguished on conversion or redemption. The remainder of the proceeds are allocated to a separate component of equity, net of issue costs,
which remains constant in subsequent periods. Issue costs are apportioned between the liability and equity components based on their
respective carrying amounts when the instrument was issued,

On conversian, the liability is reclassified to equity and no gain or loss is recognised in the profit or loss. Where the convertible bormowing is
redeemed early or repurchased in a way that does not alter the ariginal conversion privilages, the consideration paid is allocated to the liability
and equity components. The cansideraticn relating to the equity component is recognised in equity and the amount of gain or loss relating to
the liability element in profit or loss.

The finance costs recognised in respect of the corwertible borrowings includes the accretion of the liability component to the amount that will
be payable on redemption,

Inventories

inventories are stated at the lower of cost and net realisable value. Cost is determined on a weighted average basis or using a first-in-first-out

basis and includes ali costs incurred in the normal course of business including direct material and direct labour costs and an allocation of

production overheads, depreciation and amortisation and other costs, based on narmal production capacity, incurred in bringing each product

to its present location and condition. Cost of inventories includes the transfers from equity of gains and losses en qualifying cash flow hedges

in respect of the purchase of materials. Inventories are categorised, as follows:

# Raw materials and consumables: Materials, goods or supplies {including energy sources) to be either directly or indirectly consumed in the
production process.

m  Work in progress: Items stored in an intermediate state that have not yet passed through all the stages of production.

m Finished goods: Products and materials that have passed alf stages of the production process.

Met realisable value represents estimated selling price in the ordinary course of business less any further costs expected to be incurred to
completion and disposal.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bark, cash in hand and short term deposits with an original maturity of three months or less.
For the cash flow staterment, cash and cash equivalents include certain bank overdrafts where the facility forms part of the working capital
cash management activities.

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received and all the attaching conditions will be
complied with. Gavernment grants in respect of capital expenditure are credited to the carrying amount of the related asset and are refeased
to the income statement over the expected useful fives of the relevant assets. Grants which are not assaciated with an assel are credited to
income so as to match them with the expense to which they refate.
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Environmental protection, rehahilitation and closure costs

Provision is made for clese down, restoration and for environmental rehabilitation costs (w

provision, 3 corresponding asset is capitalised, where it gives rise 10 a future benefit, and d
operatipns to which it relates.

The provision is reviewed on an annual basis for changes to obligations, legislation or discog
operations. The cost of the related asset is adjusted for changes in the provision resulting fr
rate and the adjusted cost of the asset is depreciated prospectively. Rehabilitation trust fund
environmenital obligations are included within Other financial assets on the balance sheet.

Employee Entitlements
Provisions are recognised for short-term employee entitlements, on an undiscounted basis,

discounted at an interest rate equivalent to the current rate of return on a high quality corp
the liabilities.

In some of the Group¥ Australian operations, long-service leave {an employee entitlement f
an independent fund. The fund collects levies from employers thioughout the industry base
the Group makes long-service leave payments to employees covered by the fund, it is reimb
expected reimbursement for future long-service leave payments from the fund, a receivable
amounts expected to be reimbursed.

Other Provisions

Provisions are recognised when the Group has a present obligation (leqal or canstructive), a
outllow of resources that can be reliably estimated will be required 10 settle the obligation.
discounted to net present value using an appropriate current market-based pre-tax discount
in tinance costs.

Taxation

Current tax

Current tax for each taxable entity in the Group is based on the local taxable income at the
enacted at the balance sheet date and includes adjustments 1o tax payable or recoverable i

Deferred tax
Deferred tax is recognised using the balance sheet method in respect of all 1emporary differ
and their carrying amounts for financial reporting purposes, except as indicated below:

Deferred income tax fiabilities are recognised for all taxable temporary differences, except:

®  where the deferred income tax liability arises from the initial recognition of goodwill, or
transaction that is not a business combination and, at the time of the transaction, affec
of loss; and

m in respect of 1axable temporary differences associated with investments in subsidiaries,
timing of the reversal of the temporary differences can be controlied and it is probable {
foreseeable future.

ch include the dismantling and demolition of

infrastructure, removal of residual materials and remediation of disturbed areas} in the finarjcial period when the related environmentat
disturbance occurs, based on the estimated future costs using information available at the Balance sheet date. The provision is discounted using
a current market-based pre-tax discount rate and the unwinding of the discount is included]in interest expense. At the time of establishing the

preciated over future production from the

int rates that impact estimated costs or lives of
pbm changes in the estimated cash flows or discount
s holding monies committed for use in satisfying

or services rendered by employees that remain

unpaid at the balance sheet date. Provisions for lang-term employee entitlements are measired using the prejected unit ¢redit method and

prate bond of equivalent currency and term to

br which a provision is recorded) is administered by
tl on the expected cost of future liabilities. When
ursed for the majority of the payment. To reflect the
is recorded based on the present value of the future

result of past events, and it is probable that an
Where the effect is material, the provision is
rate and the unwinding of the discount is included

local statutory tax rate enacied or substantively
respect of previous periods.

brices between the tax bases of assets and liabilities,

the initial recognition of an asset or liability in a
s neither the accounting profit nor taxable profit

ssociates and interests in joint ventures, where the
hat the temporary differences will not reverse in the
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Delerred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and unused tax lasses,

10 the extent that it is probable that taxable profit will be available against which the deductible temporary ditferences, and the cany-forward

of unused tax assets and unused tax losses ¢an be wtilised, except:

m  where the deferred income tax asset relating to the deductible temporary difference arises from the initial recognition of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable
profit or loss; and

& inrespect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, deferred
1ax assets are recognised only to the extent that it is probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred income 1ax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be avaitable to allow all or part of the deferred income tax asset to be utilised. To the extent
that an asset not previously recognised fulfils the criteria for recognition, a deferred income tax asset is recorded.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which the asset is realised or the
liability is settled, based on tax rates and tax laws enacted or substantively enacted at the balance sheet date. Current and deferred tax relating
10 items recognised directly in equity are recognised in eguity and nat in the income statement, Mining taxes and royalties are treated and
disclosed as current and deferred taxes if they have the characteristics of an income tax.

Pensions and other post-retiement obligations
The Group’s contributions to defined contribution pension plans are charged to the income statement in the year to which they relate.
The Group contributes to separately administered defined benefit pension plans.

For defined benefit funds, plan assets are measured at fair value, while plan liabilities are measured on an actuarial basis using the projected
unit credit method and discounted at an interest rate equivalent to the current rate of return on a high quality corporate bond of equivalent
currency and term to the plan liabilities. The expected return on plan assets is based on an assessment made at the beginning of the year of
long-term market returns on scheme assets, adjusted for the effect on the fair value of plan assets of contributions received and benefits paid
during the year, In measuring its defined benefit liability-past service costs are recognised as an expense on a straight-iine basis over the period
until the benefits become vested. To the extent that the benefits vest immediately following the introduction of, or changes 10, a defined
benefit plan, the past service costs are recognised immediately. When a settlement (eliminating all obligations for part or all of the benefits that
have already accrued) or a curtailment (reducing future obligations as a result of material reduction in the scheme membership or a reduction in
future entitlement) occurs, the obligation and related plan assets are re-measured using current actuarial assumptions and the Tesuliant gain or
loss is recognised in the income statement during the period in which the settlement or curtailment occurs.

The service cost of providing pension benefits to employees for the year is determined using the projected unit method and is recognised in the
income statement. The difference between the expected return on plan assets and the unwinding of the discount on plan liabilities is
recognised in the income statement.

Actuarial gains or losses are recognised directly in equity through the statement of recognised income and expenses. The full pension surplus
ar deficit is recorded in the balance sheet, with the exception of the impact of any recognition of past service costs. Surpluses recorded are
restricted to the sum of any unrecognised past service costs and present value of any amounts the Group expeacts to recover by way of refunds
from the plan or reductions in future contributions.

The Group also provides post-retirement healthcare benefits to certain employees in Canada, the Dominican Republic, South Africa and the
United States. These are accounted for in a similar manner to the defined benefit pension plans. These benefits are unfunded.

Ordinary share capital
Ordinary shares issued by the Company are recorded at the net proceeds received, which is the fair value of the consideration received less costs
that are incurred in connection with the share issue. The nominal par value of the shares issued is taken to the share capital account and any

excess is recorded in the share premium account, including the costs that were incurred with the share issue.




158 | Xstrata pic Annuat Report 2007

Notes to the Financial Statements

6. Principal Accounting Policies {continued)

Share-based compensation plans
The Group makes share-based awards, including free shares and options, to certain employees,

Equity-settled awards
For equity-settled awards, the fair value is charged to the income statement and credited td retained earnings, on a steaight line basis over
the vesting period, after adjusting for the estimated number of awards that are expected 1o vest {taking into account the achievement of
non-market based performance conditions). The fair value of the equity-settied awards is dgtermined at the date of the grant. In calculating
fair value, no account is taken of any vesting conditions, other than conditions linked to thg price of the shares of the Company (market
conditians). The fair value is determined by external experts using option pricing models. Af each balance sheet date prior to vesting, the
cumuiative expense representing the extent to which the vesting period has expired and mgnagement's best esiimate of the awards that are
ultimately expected to vest, is computed (after adjusting for non-market performance condiions). The movement in cumulative expense is
recognised in the income statement with a corresponding entry within equity.

No expense is recognised for awards that do not ultimately vest, except for awards where vpsting is conditional upon a market condition, which
are treated as vesting irrespective of whether or not the market condition is satisfied, providad that all other performance conditions are satisfied.
Where the terms of an equity-settled award are modified, as a minimum, an expense is recggnised as if the terms had not been modified over
the original vesting period. In addition, an expense is recognised for any modification whicH increases the total fair value of the share-based
payment arrangement, or is otherwise beneficial to the employee as measured at the date ¢f modification, over the remainder of the new
vesting period.

Where an equity-settled award is cancelled, it is treated as if it had vested on the.date of cancellation, and any expense not yet recognised
for the award is recognised immediately. Any compensation paid up to the fair value of the|awards at the cancellation or settlement date
is deducted from equity, with any excess over fair value being treated as an expense in the hicome statement. However, if a new award is
substituted for the cancelled award, and designated as a replacernent award en the date that it is granted, the new awards are treated as
if they are a modification of the original award, as described in the previous paragraph.

Cash-settted awards
For cash-settled awards, the fair value is re-calculated at each balance sheet date until the dwards are settled, based on the estimated number
aof awards that are expected to vest adjusting for market and non-market based performange conditions. During the vesting period, a liability
is recognised representing the portion of the vesting period which has expired at the balange sheet date times the fair value of the awards at
that date. After vesting, the full fair value of the unsettled awards at each balance date is récognised as a liability. Movements in the liability
are recognised in the income statement. The fair value is re-calculated using an option pricipng model {refer to note 34).

Borrowing costs
Borrowing costs are recognised as an expense in the financia! period incurred, except to the extent they are related to the establishment of a
loan facility. In such cases they are capitalised and amortised over the [ife of the facility.

Comparatives
Where applicable, comparatives have been adjusted to disclose them on the same basis as ¢urrent period figures, for the finalisation of the
acquisition accounting (refer to note 7) and discontinued operations and disposals {refer to hote 8).
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7. Acquisitions

Current year business combinations

In January 2007, the Group exercised an option to obiain a 73.7% interest in the Frieda River copper-gold porphyry in Papua New Guinea for

us$ 14 million,

Following an announcement in late 2006, in March 2007 the Group completed the exercise of its oplion to acquire 3 62.5% interest in
Sagittarius Mines In¢ (SMI) for US$47 million. SM! is the holder of Tampakan copper-gold project. The Group now has management control

of the Tampakan project.

In August 2007, the Group acquired the remaining 50% interest in the Narama thermal coal mine in Australia from Hluka Resources Limited

(luka) for US$58 million,

In September 2007, the Group acquired the 16% of Cumnock Coal Limited which it previously did not own for US$22 million. Cumnock Coal
Limited is a coal mining company, which was listed on the Austrahian Stack Exchange.

In October 2007, the Group acquired 85.85% of Austral Coal Limited (Austral) and obiained control of the company. By 21 December 2007,
the Group had acquired the remaining 14,15% of the company. The total cost of these purchases was US$542 million, Austral owns the
Tahmoor underground coking coal operation in the southern coalfields of New South Wales, Australia. The provisional fair values of the
identifiable assets and liahilities of Austral as at the date of obtaining contro! were:

IFRS Fair Provisional
carrying value fair value
USsm value adjustments o Group
Property, plant and equipment 166 563 729
Deferred tax assets 42 (38} 4
Prepayments 6 - 6
Inventories 14 - 14
Trade and other receivables 18 - 18
246 525 mn
Trade and other payahles (23) n (24)
Interest-bearing loans and borrowings (167 - (167)
Provisicns (16) (23 (39)
Deferred tax liabilities - {169) (169)
Net assets 40 332 3in
Goodwill arising on acquisition 169
541

Consideration:
Net cash acquired with the subsidiary (n
Cash paid 512

30

Contingent consideration

541
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7. Acquisitions {continued)

The fair values are provisional due 1o the complexity and timing of the acquisition. The revieg of the fair value of the assets and liabilities
acquired will continue far 12 months from the acquisition date. The Group's share of Austral’s loss from the date of acquisition amounted to
US$4 miflion. The goodwill balance is the result of the requirement to recognise a deferred thx liability calculated as the difference between the
tax effect of the fair value of the assets and liabilities acquired and their tax bases.

In October 2007, the Group acquired the Anvil Hill coal project from Centennial Coal Company Limited for US$468 million. The Anvil Hill coal
project is located in the Upper Hunter Valley, Austratia. The provisional fair values of the iderjtifiable assets and liabilities of Anvil Hill as at the
date of acquisition were:

IFRS fair Prowisional
canrying value fair value
Ussm value  adjusimenis to Group
Property, plant and equipment 228 274 502
Deferred 1ax assets - 14 14
228 288 516
Provisions - 48) (48)
Deferred tax liabilities {23) 23 -
Net assets 205 263 468
Consideration:
Cash paid 445
Contingent consideration 23
' 468

The fair values are provisional due 1o the timing of the acguisition. The review of the fair valde of the assets and liabilities acquired will continue
for 12 months from the acquisition date.
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7. Acquisitions {continued)

Eland Piatinum Heldings Limited

in November 2007, the Group acquired 100% of Eland Platinum Holdings Limited (Eland). Eland was previously listed on the Johannesburg
stock exchange and holds an indirect 65% interest in the Elandsfontein platinum project. The Group also acquired an additional 9% interest

in the Elandsfontein platinum project increasing the Group's interest in the project to 74%. In addition to the Elandsfontein platinum project,
Eland has controlling interests in Madibeng Platinum (Pty) Ltd and Beestkraal Platinum Mines (Pty) Ltd. These companies own the rights to other
platinum resources in South Africa. The total cost of the acquisition was US$1,113 miflion. The provisional fair values of the identifiable assets
and liabitities of Etand (including the additional interest in the Elandsfontein Project} as at the date of acquisition were:

IFRS Fair Provisional
canrying value fair vatue
ussm value adjustments to Group
Property, plant and equipment 185 1,301 1,556
inventories 16 - 16
Trade and other receivables 4 - 4
205 1,371 1,576
Trade and other payables {13) - (13)
Interest-bearing loans and borrowings {86) - (86)
Provisions (5} - (5)
Deferred tax liabilities (2) {398) (400)
Income taxes payable (1) - m
Net assets 98 973 1,071
Minarity interests (37) (369) {406)
Net attributable assets 61 604 665
Goodwill arising on acquisition 398
1,063
Consideration:
Net cash acquired with the subsidiary (50)
Cash paid 1,113
1,063

The fair values are provisional due to the timing and complexity of the acquisition. The review of the fair value of the assets and liabilities
acquired will continue for 12 months from the acquisition date. The Group’s share of Eland’s loss from the date of acquisition amounted to
US$4 million. The goodwill balance is the result of the requirement to recognise a deferred tax fiability calculated as the difference between the
tax effect of the fair value of the assets and liabilities acquired and their tax bases.

If the above combinations had taken place at the beginning of 2007, the Group's results would have been:

Ussm 2007
Revenue 29,256
Profit before interest, taxation, depreciation and amoriisation 11,314
Profit before interest and taxation ’ 9,141

Profit for the year 5,866
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7. Acquisitions {continued)

Priot year business combinations

Falconbrigge Limited

The Group obtained control of Falconbridge Limited (Falconbridge) in August 2006 for a to
transaction costs. As at 31 December 2006 the fair values of the identified assets and Iiabili:la

[=

| cash cost of US$18,81¢ million induding
s acquived were provisional, due to the timing
and complexity of the acquisition. During 2007, these values were finalised as follows in acqordance with [FRS 3 ‘Business Combinations':

Provisicnal fair
value as
previousty Fair value Fair value at

UsStm reporied adjustments®  aoquisition
Intangible assets 267 701 968
Property, plant and equipment 18,692 (648) 18,044
Inventories 2,306 {1) 2,305
Trade and other receivables 1,372 3 1,375
Investments in associates 134 - 134
Available-for-sale financial assets 140 \0 150
Derivative financial assets 56 - 56
Other financial assets 125 (83) 42
Prepayments 61 2 63

23,153 {16) 23137
Trade and other payables (1,804} {15) (1.819)
Interest-bearing loans and borrowings (3.800) - {3.800)
Derivative financial liabilities (125) - (125}
Provisions (1,239) {164) (1,403)
Pension deficit (235) (76) {311)
Deferred tax {iabilities {3,081} (331) (3,412)
Income tax payable {339 {14) (353)
Net assets 12,530 (616) 11,914
Mingrity interests (as) (426) {471)
Net attributable assets 12,485 (1,042) 11,443
Goodwill* 2,859 486 3,345
Net attributable assets including goodwill 15,344 (556) 14,788

Provisional  Adjustments Final

Total consideration:
Net cash acquired with the subsidiary {879) - (879)
Acquisition costs 68 - 68
Cash paid for 19.9% acquired in 2005 1,745 - 1,715
Cash paid for 80.1% acquired in 2006 17,036 - 17,036

17.940 - 17,940
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7. Acquisitions (continued)

ussm Provisional  Adjustments Final
Goodwill arising on acquisition on 19.9% interest in Falconbridge in 2005:
Cash paid 1,715 - 1,715
Less fair vatue of the 19.9% share of the attributable net assets acquired** {1,715) - 1,715)
Goodwill - - -
Goodwill arising on acquisition on 80.1% interest in Falconbridge in 2006
80.1% of net cash acquired with the subsidiary {704) - (704)
Acquisition costs 68 - 68
Cash paid 17.036 - 17,036
16,400 - 16,400
Less 80.1% share of the attributable net assets acquired (12,291) 446 (11,845)
Goodwill on 80.1% acquisition*** 4,109 446 4,555
Goodwill from above* 2,859 486 3,345
Total goodwill®) 6,968 932 7,900

* This goodwill balance i the result of the requirement to recognise a delerred Lax Eability caloulated as the difference between the tax effect of the fair vatue of tha assels and
Eabitties and their tax bases.
*= In accordance with IFRS, this represents 19.9% of the fair value of the net assets at the date of acquisition in 2005.
=2+ Included in this goodwill are certain inlangible assets that carmot be individually separated o« reliably measured from the acquisition due 1o their nature. These items indude
the expected value of synergies and an assembled worklorce,

W) The fair values of identified assets and liabilities acquired have been finalised in 2007, This has resufted in updates to & number of fair values reflected at 31 December 2006,
The main adjusiments relate 10.
® lntangibles increased after a review to identify such assets was undertaken, and includes long-term feed contracts and righis 10 a hydroelectricity developmient project.
® Valuations of property, plant and equipment were finalised resulting in a decrease in value.

m Provision balances have increased following a review of the level of provisioning, particularty with regard 1o rehabiktation and restoration abligations.

® The pension deficit obligations have increased as a resull of further assessments of future obligations and actuarial assumptions.

® A net increase in tax habilities foffowing a tharough review of tax obligations on acquisition.

& A review of joint venture arrangements was undertaken to assess whether the Group has joint controf or control over such entities, In one instance, it was determined
that the Group controlled as opposed to jointly contralled the operation. Accordingly, this entity has been consolidated as cpposed to proportionally comsolidated.
This has resulied in an increase (o property, plant and equipment and minority interests. .

& As required by (FRS 3, all adjustments made in finglising the acquisition accounting have been presented as if the accounting had been completed on the acquisition date.
Accordingly, the additional goodwill recorded a5 a result of the finalisation of the acquisition accounting is subi<t to impairment 1esting at 31 December 2006. This has
resulted in an additional impairment charge of L5346 million which, in accordance with IFRS 3, has been recognised in the income statement for the year ended
31 December 2006, inCreasing the total impairment charge to US31,824 million, There was no other significant income statement impact arising a5 a result of finaliking
the acquisition accounting.

From the date of acquisition ta 31 December 20086, Falconbridge contributed a profit of U$$1,218 million to the Group prior to the impairment
expense of US$1,824 million,
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7. Acquisitions {(continued)

Tintaya

In june 2006, the Group acquired 100% of the Tintaya copper mine in Peru, At 31 Decembfl

liabilities was provisional due 10 the complexity of the acquisition: In 2007, the acquisition a

20086, the fair value of the identifiable assets and
counting was finalised as follows:

Provisicnal fair
value as

previously Fair value fFair value at

usim reported adjustments@  acquisition
Property, plant and equipment 791 26 817
Prepayments 1 - 1
Inventories 90 - 90
Trade and other receivables 139 - 139
1,021 26 1,047
Trade and other payables (33 - (33
Provisions {94) - 94)
Deferred tax liabilities {139) (8) (147)
Income tax payable (33) - (33)
Net assets 722 18 740
Goodwill arising on acquisition® 125 B 133
Cost 847 26 873

Consideration:

Net cash acquired with the subsidiary {5) - {S)
Cash paid ‘ 816 - 816
Contingent consideration 36 26 62
847 26 873

W These adjustments arose due 10 the finalisation of valuations of property, plant and equipment thal increased tb
& The goodwill balance is a result of the requirement 1o recognise a defarred tax liability calcutated as the d.Hereq
Kabilities and their tax bases. As discussed ahowe, this balance was subject to impainment testing as a1t 31 Deces
existed. There were no other significant income siatement impacts asising as a result of finalising the acquisitior

) ACOOUNLing.

From the date of acquisition to 31 Decernber 2006, Tintaya contributed a profit of US$189 rJ1il|ion to the Group.

»e contingent consideration payable by an equivalent amount,
ke between Lhe tax efiect of the fair value of the assets and
nber 2006 and it has been determined that no imparment
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7. Acquisitions {continued)

Cerrejon
The Group purchased a 33'1% interest in the Cerrején thermal coal operation in Colombia in April 2006. The acquisition accounting was
provisional at 31 December 2006 due to the complexity of the acquisition. In 2007, the acquisition accounting was finalised as follows:

Provisional fair
value as

previously Fairvalue  Fair value at
usim reported adjustmentsi®  acquisition
Property, plant and equipment 1,688 - 1,688
Investment in associates - - -
Derivative financial assets 70 - 0
Inventories 44 - 44
Trade and other receivables 85 ~- 85

1,887 - 1,887
Trade and other payables 9 - 9
Provisions (3 - 33
Deferred tax liabilities @ - 477)
Income tax payable an - an
Derivative financial liabilities (60} - (60)
Net assets 1,251 - 1,251
Goodwill arising on acquisition® 464 - a64
Cost 1,715 - 1.715
Consideration:
Net cash acquired with the joint venture interest 9 - o
Acquisition costs 5 - 5
Cash paid 1,719 - 1.719
1,715 - 1,715

@ The fair values of identified assets and lishilities acquired have been finalised. There were no changes to the provisional fai values at 31 December 2006.

® The goodwill balance is a result of the requirement 10 recognise a defermed tax ability calculated as the difference between the tax affect of the fair value of the assets
and liabilities and their 12x bases. As discussed abave, this batance was subject ta impairment testing as at 31 Cecemnber 2006 and it has been determined that ro
impairment existed.

From the date of acquisition to 31 December 2006, Cerrejon contributed a profit of US§76 million to the Group.

Tavistock TESA Joint Venture

On 1 December 2006, the Group agreed to purchase the remaining 50% interest in the Tavistock TESA joint venture in South Africa from its
joint venture partner, Total Coal South Africa (Pty) Lid for US$49 miillion.

if the above combinations had taken place at the beginning of 2006, the Group's results would have been:

usim 2006
Revenue 26,877
Profit before interest, taxation, deprediation and amontisation 9,680
Profit before interest and taxation 6,381

Profit for the year 3,477
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Consofidated infermation

The below information is provided in aggregate for all business combinations in 2007 and 2p06:
USsm 2007 2006
Intangible assets - 968
Property, plant and equipment 2,997 20,575
Inventories 30 2,439
Trade and other receivables 38 1,601
tnvestments in associates - 134
Financial assets - 38
Prepayments 6 64
3,07 26,099
Trade and other payables (a6) (1.931)
Interest-bearing loans and borrowings (301) (3,800)
Derivative financial liabilities - (185)
Provisions (92) {1,500)
Pension deficit - (311)
Deferred tax liabilities (572) {4,036)
Income tax payable (1) (403)
Net assets 2,059 13,933
Minority interests (429) 471
Net attributable assets 1,630 13,462
Goodwill 589 8,497
Net attributable assets including goodwill 2,219 21,959
Consideration:
Net cash acquired with the subsidiary (52) (@14}
Acquisition costs 3 73
Cash paid in prior year - 1,715
Cash paid in current year 2,179 19.620
Contingent consideration 89 62
2,218 20,556
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7. Acquisitions (continued)

Interests in joint ventures

Prior year interests in joint ventures

Effective 1 July 2006, the Group concluded an agreement with African Rainbow Minerals Limited {ARM), to establish a new black majority
owned company, ARM Coal, to be 51% owned by ARM and 49% by Xstrata. ARM is listed on the Johannesburg Stock Exchange and is
contralied by historically disadvantaged South Africans (HDSAs).

ARM Coal holds a 20% participation share in the Group's existing South African coal business, and a majority 51 % interest in the
Goedgevonden project, through a joint venture with the Group. ARM contributed ZAR400 million (US356 millign) in cash for its 51%
shareholding in ARM Coal. The Group facilitated ARM Coal's entry by funding the acquisition of 51% of the Goedgevonden project for ZAR
765 million (US$107 million) and will provide all the funding required to commission this project. The Group's funding, including debt allocated
1o the existing South Alfrican coal business, was on preferential terms through the use of interest and capitat repayment holidays. ARM Coal
receives a proportion of the cash flows from operations with the balance used to repay debt. In August 2006, ARM exercised an option to
acquire a further 10% direct interest in the Group’s coal operations in South Africa, excluding the Goedgevonden project, for ZAR4QQ million
(US$56 million) and an effective interest in Xstrata's South African coal business of 36%.

During 2006, the Mototalo joint venture, the terms of which were agreed with Anglo Fiatinum in 2005, was completed. During the first half
of 2006, the Group and Kagiso Trust Investments (Kagiso} formed a black economic empowerment partnership in respect of Xstrata's 50%
interest in the Mototolo joint venture. Kagiso acquired 26% of the Group's 50% interest. resulting in Kagiso owning a fully participative 13%
interest in the earnings of the Mototolo joint venture. The Group retained a 37% interest in the Mototolo joint venture. To acquire this interest,
Kagiso agreed to fund the joint venture expenditure costs (both incurred and in the future) in propontion to its interest,
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8. Discontinued operations and disposals

Disposals
Alurniniurn

The Aluminium business was sald on 18 May 2007 1o Apollc Manzgement LP. The disposal
disposal costs of U$$24 million, resulting in the Group realising a gain of US$1 million after

business for the periods ended are presented below:

proceeds amounted to US$1,150 million before
tax of US$12 million. The results of the aluminium

01.01.07 o 15.08.06 to

usim 18.05.07 31.12.06
Revenue 542 530
Cost of sales {before depreciation and amortisation) (406) (396)
Distribution costs 9) (11)
Administrative expenses 7 -
Profit before interest, taxation, depreciation and amortisation 120 123
Depreciation and amortisation - cost of sales {31) (25)
Profit before interest and taxation 89 98
Finance income 2 2
Finance costs 2} N
Profit before taxation B9 93
Income tax expense (37) (29)
Profit for the periad from discontinued operation 52 64
Gain on disposal of the discontinued operation 1 -
Profit after tax for the period from discontinued operations 53 64
The carrying value of the major classes of assets and liabilities at the date of the sale were:

ussm - at 18.05.07
Intangible assets 139
Property, plant and equipment 1,01
Inventories 215
Trade and other recsivables 176
Other financial assets N
Trade and other payables (92)
Interest-bearing foans and borrowings O]
Provisions (37
Pension deficit (19}
Deferred tax labilities (298}
Income tax payable (6)
Net assets 1,119
Cash infiow on disposal:

Cash disposed of with the subsidiary ()
Cash received 1,150
Disposa! costs (24}
Net cash inflow 1,120

Gain on disposal of the discontinued operation

i
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8. Discontinued operations and disposals (continued)

Earnings per share from discontinued operations:

ust 2007 2006
Basic earnings per share 0.06 0.08
Diluted earnings per share 0.05 0.08

The cash flows arising from the aluminium business unit up to the date of sale were operational in nature and were materially the same as
its profits,

Following the acquisition of 100% of the assets of Cumnock Coal in September {refer above), in December 10% of the assets were sold for
US$7 million,

Prior year disposals
©n 19 October 2006, the Group disposed of its Cook coal operation to Caledon Resources Limited. A gain of $16 million was recognised on
the disposal.

Consolidated information
The below information is provided in aggregate for all disposals in both 2007 and 2006:

ustm 007 2006
tntangible assets 139 -
Property, plant and equipment 1,018 14
Inventories 216 1
Trade and other receivables 176 1
Financial assets 31 -
1,580 16
Trade and other payables {93) -
Interest-bearing loans and borrowings (1 -
Provisions 37 -
Pension deficit (19) -
Deferred tax liabilities (298) -
income tax payable {(6) -
Net assets 1,126 16
Consideration:
Net cash disposed of with the subsigiary (6} -
Cash received 1,150 24
Disposal ¢osts (249) -
Contingent consideration 7 8
Total consideration 1,127 32
Gain on disposal of the discontinued aperation 1 16
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9. Segmental Analysis

The Group’s primary reporting format is business segments and its secondary format is geographical segments, The operating businesses are

ch segment representing a stralegic business unit
ments are set on an arm’s length basis in a

manner similar to transactions with third parties. The Group’s geographical segments are deitrmined by the location of the Group's assets

organised and managed separately according to the nature of the products produced, with
that offers different products and serves different markets. Transfer prices between business

and cperations.

Business segments

The following tables present revenue and profit information and certain asset and liability inf
for the years ended 31 December 2007 and 2006.

brmation regarding the Group’'s business segments

Before Before

exceptional  Exceptional exceptional Exceptional
ussim items tems 2007 iterns items 2006
Revenue
External parties:
Coal - Thermal 3,614 - 3,614 3019 - 3,019
Coal - Coking 587 - 587 598 - 598
Coal 4,201 - 4,201 3,617 - 3.617
Chrome 1,064 - 1,064 748 - 748
Platinum 129 - 129 2 - 12
Vanadium 159 - 159 199 - 159
Copper 12,794 - 12,794 7,007 - 7,007
Nickel 5,252 - 5252 1.678 - 1,678
Zinc Lead 4,726 - 4726 37 - aamn
Technology 217 - 217 120 - 120
Revenue (continuing operations) 28,542 - 18,542 17,102 - 17.102
Inter-segmental:
Coal 3 - 3 3 - 3
Copper 65 - 65 23 - 23
Nickel 13 - 131 41 - 41
Zinc Lead 214 - 214 59 - 59
Eliminations {413) - (413) (126} - (126)
Group revenues 28,542 - 28,542 17,102 - 17,102
Discontinued operations:
Aluminium 542 - 542 530 - 530
Total 29,084 - 49,084 17,632 - 17.632
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9. Segmental Analysis (continued)

Before Belore
exceptional  Exteptional exceptional Exceplional

usim items items 2007 items iterms 2006
Profit before interest, taxation,
depreciation and amortisation (EBITDA)
Coal — Thermal 977 - 977 947 16 963
Coal - Coking 214 - 214 300 - 300
Coal 1,19 - 1,191 1,247 16 1,263
Chrome 310 - 310 141 - 141
Platinum &6 (25) 41 1 - "
Vanadium 72 - 72 111 - m
Copper 4,987 - 4,987 3,349 - 3,345
Nickel 2,577 275 2,852 788 - 788
Zinc Lead 1,810 - 1,810 1,477 - 1,477
Technology 47 - 47 26 - 26
Segment EBITDA {continuing operations) 11,060 250 11,310 7,150 16 7,166
Share of results from associates
(net of tax, continuing operations):
Coal 3 - 3 2 - 2
Zinc Lead 17 - 12 2 - 2
EBITDA {continuing operations) 11,075 250 11,325 7,154 16 7.170
Unallocated {187) - {187) (170) 13 (157}

10,888 250 11,138 6,984 29 2.013
EBITDA (discontinuing operations);
Aluminium 120 13 133 123 - 123
Total 11,008 263 mm 7.107 29 7.136
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Before Before
Exceptional  Exceptianal Exceplional Exceptional

Uss$m items items 2007 items items 2006
Depreciation and amortisation
Depieciation:
Coal 470 - 470 356 - 356
Chrome 43 - 43 23 - 23
Platinum 7 - 7 - - -
Vanadium 8 - 8 6 - ]
Copper 820 - 820 495 - 495
Nickel 349 - 349 162 - 162
Zing Lead 292 - 292 149 - 149
Technology 1 - 1 i - 1
Depreciation {continuing operations) 1.990 - 1.950 1,192 - 1,192
Unallocated 4 - 4 4 - 4

1,994 - 1,994 1,196 - 1,196
Discontinued cperations:
Aluminium 31 - N 25 - 25
Total 2,025 - 2,025 1,221 - 1.221
Amortisation:
Coal 34 - 34 - 1
Chrome 1 - 1 - - -
Copper 4 - 4 4 - 4
Nickel 56 - 56 12 - 12
Zinc Lead 1 - 1 i - 1
Technology 3 - 3 3 - 3
Amortisation (continuing operations} 99 - 99 21 - 21
Unallocated 3 - 3 2 - 2

102 - 102 23 - 23

Coal 504 - 504 357 - 357
Chrome a4 - 44 23 - 23
Platinum 7 - 7 - - -
Vanadium 8 - 8 6 - 6
Copper 824 - 824 499 - 499
Nickel 405 - 405 174 - 174
Zinc Lead 293 - 293 150 - 150
Technology 4 - 4 4 - 4
Depreciation and amortisation 2,089 - 2,089 1,213 - 1,213
(from continuing operations)
Unallocated 7 - 7 -6 - 6

2,096 - 2,096 1,219 - 1,219
Discontinued operations;
Aluminium n - n 25 - 25
Total 2,127 - 2,127 1,244 - 1,244




Xstrala pic Annual Report 2007 § 173

9. Segmental Analysis {continued)

Before Before
exceptional  Exceptional exceptional Exceptional

Ussm items items 2007 items items 2006
Impairment of assets
Copper - - - - 792 792
Zinc Lead - - - - 1,032 1,032
Total impairment of assets (continuing operations} - - - - 1.824 1.824
Profit before interest and taxation (EBIT)
Segment result:
Coal ~ Thermal 544 - 544 640 16 656
Coal - Coking 143 - 143 250 - 250
Coal 687 - 687 830 16 906
Chrome 266 - 266 118 - 118
Platinum 59 (25) 34 1 - 1
Vanadium 64 - 64 105 - 105
Copper 4,163 - 4,153 2.850 (792) 2.058
Nicke! 2,172 275 2,447 614 - 614
Zinc Lead 1,517 - 1,517 1,327 {1,032) 295
Technology 43 - 43 22 - 22
Segment EBIT (continuing operations) 897 250 9.2 5,937 {1,808} 4,129
Share of results from associates
(net of tax, continuing operations):
Coat 3 - 3 2 - 2
2inc Lead 12 - 12 2 - 2
EBIT (continuing operations) 8,986 250 9,236 5,941 (1,808) 4,133
Unallocated (194) - (194) (176) 13 {163)

8,792 250 9,042 5,765 (1,795) 3970
Finance income 142 78 216 110 170 280
Finance expense (935) {196) {1.131) 639 (235} (874)
Profit before taxation 7,999 128 8,127 5.236 (1,860) 3,376
income tax expense {2.301) (10) (2.31%) (1,545) H (1.534)
Profit from continuing operations 5,698 118 5.816 3,69 (1.849) 1,842
Profit after 1ax from discontinued operations:
Aluminium 52 1 53 64 - 64
Total 5,750 119 5,869 3,755 (1,849) 1,906
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9. Segmental Analysis (continued)

Usim At31.1207 A1 31.12.06
Total assets

Before tax assets and investments in associates:

Coal 11,365 B.860
Chrome 1.290 1,146
Platinum 2194 108
Vanadium 159 170
Copper 19,825 19,256
Nickel 9,402 9,178
Zing Lead 7,015 6,407
Technology 140 104
Total segmental assets (continuing operations) 51,390 45,229
Unallocated* 666 660

52,056 45,889
Discontinued operation: *

Aluminium - 1,630
Total 52,056 47519
Deferred tax assets:
Coal 2 -
Chrome 2 2
Copper - 6
Zinc Lead 3 8
Total deferred tax assets (continuing operations) 7 16
Unallocated - 2
Discontinued operations: 7 18
Aluminium - 4
Total 7 22
Investment in assaciates:
Coal 54 48
Zinc Lead 132 131
Total investment in associates {continuing operations) 186 179
Total assets
Coal 11,41 8,908
Chrome 1.292 1,148
Platinum 2,194 108
Vanadium 159 170
Copper 19,825 19,262
Nickel 9,402 9,178
Zinc tead 7,150 6,546
Technology 140 104
Total assets {irom coatinuing operations} $1.583 45,424
Unallocated* 666 662
52,249 46,086
Discontinued operations; .
Aluminium - 1,634
Total assets 52,249 47,720

*Includes corporate assets not directly attributable to business segments.
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9, Segmental Analysis {continued)

UsSim At 31.12.07 At 31.12.06
Total liabilities
Before 1ax liabilities, interest-bearing loans and borrowings:
Coal 1,304 740
Chrome 158 106
Platinum 20 37
Vanadium 25 24
Copper 2,438 2,142
Nickel 1,354 149
Zinc Lead 1,362 1.234
Technology 108 55
Total segmental liabilities (continuing operations) 6,769 5.087
Unallocated 589 774
1,358 5,861
Discontinued operations;
Aluminium - 225
Total 7,358 6,086
Tax liabilities, interest-bearing loans and borrowings:*
Coal 1872 1,826
Chrome 188 144
Platinum 447 -
Copper 3,059 3,313
Nickel 1.476 1,477
Zinc Lead 1o 680
Technology 10 3
Total tax liabilities. interest bearing loans and borrowings (continuing operations) 7,762 7,443
Unallocated 11,871 14,296
19,633 21,739
Discontinued operations:
Aluminium - 303
Total 19,633 22,042
Total liabilities
Coal 3,176 2,566
Chrome 346 250
Platinum . 467 37
Vanadium 25 24
Copper 5,497 5,455
Nickel 2,830 2,226
Zinc Lead 2,072 1,914
Technology 18 58
Total liabilities (from continuing operations) 14,531 12,530
Unallocated 12,460 15,070
26,991 27,600
Discontinued operations:
Aluminium - 528
Total 26,991 28,128

*These izbilities are included in interest-bearing loans and borrowings, corvertible borrowangs, defecred tax liabilities and income taxes payable line items in the balarce sheet,
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9. Segmental Analysis (continued)

ussm At 31,1207 A131.12.06
Net assets
Before tax assets and liabilities, investment in associates, interest bearing loans and borrowings:
Coal | 10,061 8,120
Chrome 1,132 1,040
Platinum 2,174 "
Vanadium 134 146
Capper 17,387 17,114
Nickel 8,048 8,429
Zinc Lead 5,653 S.173
Technology 32 49
Total segmental net assets (continuing operations) 44,621 40,142
Unallocated* 77 (114)
44,698 40,028
Discontinued aperations:
Aluminiym - 1,405
Total 44,698 41,433
Deferred 1ax assets, tax liabilities, interest bearing loans and borrowings:
Coal {1.870) (1,826)
Chrome (186) (142)
Platinum (447) -
Copper (3.059) (3,307
Nickel (1.,476) {1.477)
Zinc Lead {707) (672)
Technology (10} (3
Total {continuing operations) (7.755) (7.427}
Unallocated* {11,871) (14,294}
(19.626)| (1.721)
Discontinued operations:
Aluminium - (299)
Total (19.626) (22,020}
Investment in associates:
Coal 54 48
Zinc Lead 132 131
Total (continuing operations) 186 179
Net assets
Coal 8,245 6,342
Chrome 946 898
Platinum 1,727 n
Vanadium 134 146
Copper 14,328 13,807
Nicke! 6,572 6,952
Zinc Lead 5.078 4,632
Technology 22 45
Net assets (from continuing operations) 37,052 32,894
Unallocated* {11,794) (14,408}
25,258 18,486
Discontinued operatians:
Aluminium - 1,106
Total 25,258 19,592

*Indudes coporate Fssets and labilities not directly attributable to business segments.
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9. Segmental Analysis {continued)

Usim 2007 2006
Capital expenditure
Sustaining:
Coal 460 226
Chrome 47 36
Vanadium 9 4
Copper 425 191
Nicket 281 68
Zinc Lead 2158 114
Technology 3 i
Total sustaining (continuing operations} 1,444 640
Unaliocated 1 4
1,455 644
Discontinued operations
Aluminium 12 18
Total 1,467 662
Expansionary:
Coal 347 289
Chrome 46 161
Platinum 17 58
Vanadium 1 1
Copper 296 159
Nickel 424 120
Zinc Lead 285 158
Technology 1 1
Total expansionary (continuing operations) 1,417 947
Discontinued operations
Aluminium 1 4
Total 1418 951
Total capital expenditure:
Coal 807 515
Chrome 93 197
Platinum 17 58
Vanadium 10 5
Copper m 350
Nicke! 705 188
Zin¢ Lead 504 272
Technology 4 2
Total (from continuing operations) 2,861 1,587
Unallocated 11 4
2,872 1,591
Discontinued operations
Aluminium 13 22
Total 2,885 1,613
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9. Segmental Analysis (continued)

The average number of employees, which includes executive directors and excludes contractq

rs, during the year was as follows:

2007 2006
Coal 9,179 7,797
Chrome 7.000 6,374
Platinum 974 464
Vanadium 525 530
Copper 10,368 5619
Nickel 4,738 1,586
Zing Lead 4,734 4,562
Technology 77 65
Total {continuing operations) 37,595 26,997
Unallocated 103 76
37.698 27,073
Discontinued operations
Aluminium 1,250 1,125
Total 38,948 28,198
The average number of contractors during the year was as follows:
Coal 6,156 5,378
Chrome 4,025 3,912
Platinum 398 227
Vanadium 236 1,188
Copper 8,425 3135
Nickel 1332 310
Zinc Lead 1,684 1,511
Technology 62 61
Total (continuing operations) 22,318 15,722
Unallocated 5 -
22,323 15,722
Discontinued operations
Aluminium 178 160
Total 22,501 15,882
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9, Segmental Analysis (continued)

Geographical segments
The following tables present revenue and profit information and certain asset and liability information regarding the Group’s geographical
segments for the years ended 31 December 2007 and 2006.

For the year ended 31 December

8efore Belore

exceptional  Exceptional exceptional Exceptional
Ussm items items 2007 iterms items 2006
Revenue by origin
External parties:
Alrica 2,272 - 2,272 1,673 - 1,673
North America 10,448 - 10,448 3,878 - 3878
South America 7.673 - 1.673 4,142 - 4,142
Australasia 5,490 - 5,450 4,815 - 4,815
Eurape 2,659 - 2,659 2,594 - 2,594
Revenue (continuing operations} 28,542 - 28,542 17,102 - 17,102
Inter-segmental:
North America 199 - 199 188 - 188
South America 1,667 - 1,667 374 - 374
Australasia 80% - 809 B11 - 611
Europe 10 - 101 15 - i5
Eliminations {2,776) - {2,776) {1,188) - (1,188)
Group revenues 28,542 - 28,542 17,102 - 17,102
Discontinued operations:
North America 542 - 542 530 - 530
Total 29,084 - 29,084 17,632 - 17,632
fevenue by destination
External parties:
Africa 449 - 449 228 - 228
North America 7,000 - 7.000 3,365 - 3,365
South America 1,582 - 1.582 689 - 689
Asia 8,594 - 8,594 5,279 - 5,279
Australasia 1,176 - 1,176 922 - 922
Europe 9,662 - 9,662 6,532 - 6,532
Micdle east 79 - 79 87 - 87
Revenue {continuing cperations} 28,542 - 28,542 17,102 - 17,102
Inter-segmental;
North America 199 - 199 493 - 493
South America 1,667 - 1,667 69 - 69
Australasia 809 - 809 18 - 18
Europe 101 - 101 608 - 608
Eiminations (2,776) - (2.776) {1,188} - {1,188)
Group Revenues 28,542 - 28,542 17,102 - 17,102
Discontinued operations:
North America 542 - 542 530 - 530
Total 29,084 - 29,084 17,632 - 17,632
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9. Segmental Analysis (continued)

Before Before
exceptional  Exceptional exceptional Exceptional

UStm items items 2007 ilems items 2006
EBITDA
Africa 683 (25) 658 439 - 439
North America 2,799 275 3,074 1,148 - 7,148
South America 4,614 - 4,614 2,493 - 2,493
Australasia 2475 - 2,475 2,520 16 2,536
Europe 489 - 489 350 - 550
Segment EBITDA (continuing operations) 11,060 250 1,310 7,150 16 7.166
Share of results from associates
(net of tax, continuing operations);
North America 12 - 12 2 - 2
Australasia 3 - 3 2 - 2
EBITDA {continuing operations) 11,075 250 ,325 7,154 16 7170
Unaliocated (187) - (182) (170} 13 (157

10,888 250 1,138 6,984 29 7.013
EBITDA (discontinued operations)
North America 120 13 133 123 - 123
Total 11,008 263 1,271 1,107 29 7.136
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9. Segmental Analysis {(continued)

gefore Before
exceptional exceptional Exceptional

Usim Items 2007 items ilems 2006
Depreciation and amortisation
Depreciation:
Africa 151 151 106 - 106
North America 526 526 272 - 272
South America 750 750 392 - 392
Australasia 521 s21 386 - 386
Europe 42 42 36 - 36
Depreciation (continuing operations) 1.990 1,990 1,192 - 1,192
Unallecated 4 4 4 - 4

1,994 1,994 1,196 - 1,196
Discantinued aperations:
North America n k3l 25 - 25
Total 2,025 2,025 1,221 - 1,221
Amortisation:
Africa 34 34 - - -
North America 58 S8 13 - 13
South America 1 1 3 - 3
Australasia 5 ] 4 - 4
Europe 1 1 1 - 1
Amortisation {continuing operations) 99 99 21 - 21
Unallocated 3 3 2 - 2

102 102 23 - 23

Total:
Africa 185 185 106 - 106
North America 584 584 285 - 285
South America 751 751 395 - 395
Australasia 526 526 390 - 390
Europe 43 43 37 - 37
Depreciation and amortisation 2.089 2,089 1.213 - 1213
{from continuing operasions)
Unallocated 7 7 6 - 6

2,096 2,096 1.219 - 1,219
Discontinued operations:
North America 3 n 25 - 25
Total 2,127 2,127 1,234 - 1,244
Impairment of assets
Unallocated™ - - - 1,824 1,824
Total impairment of assets
{continuing operations) - - - 1,824 1.824
Represented by:*
Copper Americas - - - 792 792
Zinc Lead - - - 1,032 1,032
Total - - - 1,824 1.824
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9, Segmental Analysis {continued)

Before Before
exceptional  Exceptional exceptional Exceptional

Usim items items 2007 items items 2006
EBIT
Segment result:
Africa 498 {25) 473 333 - 333
North America 2,215 275 2,490 863 - 863
South America 3,863 - 3,863 2,088 - 2,098
Australasia 1,949 - 1,949 2,130 16 2,146
turope 446 - 446 513 - 513
Segment EBIT (continuing operations) 8,971 250 9,221 5,937 16 $,953
Share of results from associates
{net of tax, continuing operations):
North America 12 - 12 2 - 2
Australasia 3 - 3 2 - 2
EBIT (continuing operations) 8,986 250 5,236 5,941 16 5,957
Unaflocated (194) - {194) {176) (1,8481) (1,987}

8,792 250 ,042 S.765 (1,795} 3970
Finance income 142 74 216 110 170 280
Finance expense (935} (196) {n.131) (639} (235) (874)
Profit before taxation 7,999 128 B,127 5,236 {1,860) 3,376
Income tax expense (2,301) (10) (g.311) {1,545} 13 (1,534)
Profit from continuing operations 5,698 118 5.816 3.691 {(1.849) 1,842
Profit after tax from discontinued operatians:
North America 52 1 s3 64 - 64
Total 5,750 119 5,869 3,755 {1,849) 1,906
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9. Segmental Analysis (continued)

Ussm At 311207 At 31.12.06
Total assets
Before tax assets and investment in associates:
Africa 6,378 3,902
North America 9,703 9,591
South America 18,023 19,044
Australasia 12,420 8,037
Europe 2,135 1,924
Total segmental assets {(continuing operations) 48,659 42,498
Unallocated* 3.397 3,391
52,056 45,889
Discontinued operations:
North America - 1,630
Total 52.056 47,519
Deferred tax assets:
Africa 4 2
Nonh America - [
Europe 3 8
Total (continuing operations) 7 16
Unallocated - 2
7 18
Discontinued operations;
North America - 4
Total 7 22
Investment in associates:
Africa 4 2
Narth America 132 131
Australasia 50 a6
Total {continuing operations) 186 179
Total assets
Africa 6,386 3,906
North America 9,835 9,728
South America 18,023 19,044
Australasia 12,470 8.083
Europe 2,138 1,932
Total {continuing operations) 43,852 42,693
Unallocated* 3,397 3,393
52,249 46,086
Discontinued operations:
North America - 1,634
Total 52,249 47,720

*Includes corporate assets not directly attributable 10 business segments.
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9. Segmental Analysis {continued)

ussm At 31,12.07 At 31,12.06

Total liabilities
Before tax lizbilities, interest-bearing loans and borrowings:

Africa 631 383
North America 2,751 2,329
South America 1.203 923
Australasia 1,763 983
Furgpe an 464
Total segmental liabilities {continuing operations) 6,769 5,087
Unallocated 589 774
7.358 5861
Discontinued operations;
North America - 225
Total 7,358 6,086

Tax liabilities, interest-bearing foans and borrowings:*

Africa 1,272 789
torth America 872 1,030
South America 3,261 4,083
Australasia 2,254 1,417
Eurgpe 103 124
Total (continuing operations} 7,762 7,443
Unalfocated 11,871 14,296
19,633 21,739
Discontinued operations:
North America - 303
Total 19,633 22,042

Total [iabilities

Africa 1,903 1,177
North America 3,623 3,359
South America 4,464 5.006
Australasia 4,017 2,400
Europe 524 S88
Total {continuing operations) 14,531 12,530
Unallocated 12,460 15,070
26,991 27,600
Discontinued operations:
North America - 528
Tota! 26,99 28,128

*These liabilities are induded in Interest—bearing loans and borrowings, canvertible bocrowings, deferred 1ax Liabilities pnd Income taxes payable line items in the balance sheet.
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9. Segmental Analysis {continued}

ussm At31.4207  At31.12.06
Net assets
Before tax assets and liabilities, investment in associates, interest bearing loans and barrowings
Africa 5,747 3,514
North America 6,952 7,262
South America 16,820 18,121
Australasia 10,657 7.054
Europe 1.714 1,460
Tota! segmental net assets (continuing operations} 41,890 37,41
Unallocated* 2,808 2,617
44,698 40,028
Discontinued operations:
North America - 1,405
Total 44 698 41,433
Tax assets and liabilities, interest bearing loans and borrowings:
Alrica {1,268) {787)
North America (872) {1.024)
South America (3,261) (4,083)
Australasia (2,254) (1.417)
Europe {100) {116}
Total {(continuing operations) (7.755) (7,427)
Unallocated* {11,871) {14,294)
(19,626) {(21,721)
Discontinued operations:
North America - (299
Total {19,626) (22,020)
investment in associates:
Africa ) 2
North America 132 13
Australasia 50 a6
Total (continuing operations) 186 179
Net assets
Africa 4,483 2,729
North America 6,212 6,369
South America 13,559 14,038
Australasia 8,453 5,683
Europe 1,614 1,344
Total {cantinuing operations) 34,301 30,163
Unallocated* (9,063) (11,677)
25,258 18,486
Discontinued operations:
North America - 1,106
Total 25,258 19,592

*inciudes corparate assets and liabilities not directly attnbutable to business segments,
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9. Segmental Analysis (continued)

USIm 2007 2006
Capital expenditure
Sustaining:
Africa 184 99
North America n 82
South America 264 105
Australasia 588 324
Europe 37 30
Total sustaining (continuing operations} 1,444 640
Unallocated 1" 4
1,455 644
Discontinued aperations:
North America 12 18
Total 1,467 662
Expansionary:
Africa 21 326
North America mn 79
South America 278 80
Australasia 585 439
Europe 22 23
Total expansionary {continuing operations) 1417 947
Discontinued operations:
North America 1 4
Total 1,418 951
Total:
Alfrica 405 425
North America 682 161
South America 542 185
Australasia 1,173 763
Europe 59 53
Total (continuing operations} 2,861 1,587
Unallocated 1 4
2,872 1,591
Discontinued operations:
North America 13 22
Total 2,885 1,613
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9. Segmental Analysis (continued)

The average number af employees, which includes executive directors and excludes contractors, during the year was as follows:

2007 2006
Africa 13,372 11,494
North America 7,190 2.603
South America 8,048 4,311
Australasia 7.462 6,897
Europe 1,523 1,692
Total {continuing operations) 37,595 26,997
Unallocated 103 76
37.698 27,073
Discontinued operations:
North America 1,250 1,125
Total 38,948 28,198
The average number of contractors during the year was as follows:
Africa 7,789 7,621
North America 1,844 230
South America 7.980 3,795
Australasia 4,465 3,682
Europe 240 354
Total (continuing operations) ) 22,318 15,722
Unallocated 5 -
22,323 15,722
Discontinued operations:
North America 178 160
Total 22,501 15,882
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10. Revenues and Expenses

Revenue and expenses

Ussm 2007 2006

Revenue and expenses

Continuing operations:

Revenue - sales of goods 28,542 17,102

Less cost of sales - after depreciation and amortisation and impairment of assets (17,582} {9.677)
Gross profit 10.960 7,425

Administrative expenses — afler depreciation and amortisation and impairment of assets 744 2,358

Inventory recognised as an expense 12,582 9.677

Operating lease rental expense - minimum lease payments 27 33

Royalties paid 630 330

Research and development 6 4

Discontinued operations:

Revenue - sates of goods 542 530

Less cost of sales - after depreciation and amontisation and impairment of assets {437) {a21)
Gross profit 105 109

Inventory recognised as an expense (437) {421
Operating lease rental expense — minimum lease payments 1 1

Royalties paid 1 1

Depreciation and amortisation

UStm 2007 2006

Depreciation and amortisation

Continuing operations:

Depreciation of owned assets 1,980 1,182

Depreciation of assets held under finance leases and hire purchase contracts 14 14
Totat depreciation from continuing operations 1,994 1,196
Amortisation of intangible assets 102 23

Total depreciation and amortisation from continuing operations 2.096 1.219

Discontinued operations:

Depreciation of owned assets n 25
Total depreciation 2,117 1,244
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10. Revenues and Expenses (continued)

Employee costs including directors’ emoluments (refer to the Directors’ Remuneration Repaort on pages 132 to 135 for details)

USsm 2007 2006

Continuing operations:

Wages and salaries 2,088 1,123

Pension and other post-retirement benefit costs {refer to note 34) 193 11

Sacial security and other benefits 125 51

Share-based compensation plans {refer to note 34) 103 91

Employee costs from continuing operations 2.509 1,376

Discontinued operations:

Wages and salaries 54 58

Pension and ather post-retirement benefil costs {refer to note 34) 2 1

Employee costs from discontinued operations 56 59

Total employee costs 2,565 1,435

Auditors’ remuneration

uSim 2007 2006

Auditors' remuneration (a):

- Group auditors - UK 1 1

— Group auditors — Overseas 10 "
171 12

Amounts paid to auditors for other work:

Group auditors (b}

- Corporate finance transactions {c) 10 12

- Taxation (d) 3 2

= Other (g} 1 1
14 15

Other audit firms

- Internal audit 2 1

- Other () 1 4

3

(2) The Group audit fee inchudes LIS$42,000 (2006 US$40.000} in respec: of the parent company.
{b) indluded in other fees to auditors is US31 millian {2006 US$1 million) retating to the Company and its UK subsidiaries.

(¢} 2007 amounts relate to the 2007 acquisitions, other transactional opportunities reviewed by the Group and the ongoing integration of 2006 acquisitions. 2006 indhudes

amounts incurred on the acquisitions of Cevrején, Tintaya and Falconbridge. Of this amaont US$10 million has been capitalised as acquisition cosis (refer to note 7).

{d) Includes corporate 1ax compliance and advisory services.
(e} Primarily relates t0 accounting advice and non-statutory assurance services.
() Includes tax advisory services, accounting assistance and acquisition due ddigence.
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10. Revenues and Expenses {continued)

Finance income

The Corparate Governance Report set out on pages 110 to 120 details the Group's paoticy w
the externa! and internal auditors and the provision and approval of non-audit services provi

Hed by the external auditors.

th regard to the independence and objectivity of

ussm 2007 2006
Continuing operations:

Bank interest 101 91
Dividends 4 3
Interest — other 37 16
Finance income before exceptional items from continuing operations 142 110
Foreign currency gains on bank loans* - 120
Recycled gains from the foreign currency translation reserve 74 50
Exceptional finance income from continuing operations 74 170
Total finance income from continuing operations 216 280
Discontinued operations;

Bank interest 2 2
Total finance income 218 282
Finance costs

Ussm 2007 2006
Continuing operations:

Amortisation of loan issue costs 24 9
Convertible borrowings amortised ¢ost ¢harge 3 8
Discount unwinding 90 34
Finance charges payable under finance leases and hire purchase contracts 11 17
Interest on bank loans and overdrafis 394 397
Interast on convertible borrowings and capital market notes 366 142
Interest on minority interest loans 6 6
interest on preference shares 18 12
Interest - gther 23 14
Finance cost before exceptional items from continuing operations 935 639
Foreign currency losses on bank loans* 34 129
Recycled losses from the foreign currency translation reserve 102 97
Loan issue costs written off on facility refinancing 60 9
Exceptional finance cost from continuing operations 196 235
Total finance cost from continuing operations 1,131 874
Discontinued cperations:

Discount unwinding 1 6
Interest on bank loans and averdrafts 1 i
Total finance cost 1,133 831

*These amounts relate to foreign cumency gains and tosses on non U5 bormowings, predominanily CAD borrowy

fgs.

p million) respectively.

Total interest income and expense (calculated using the effective interest method) for financtal assets and liabilities not at fair value through the
profit and loss are US3$140 million (2006 US$109 million) and US$819 million (2006 US$585
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10. Revenues and Expenses {continued)

Exceptional items

Acquisition related activities .

In March 2007, the Group made a cash offer to purchase the entire share capital of LionQre Mining International Limited (LionOre), a Canadian
tisted nickel and gold mining company. In May 2007, OJSC MMC Norilsk Nicke! anngunced a higher cash offer and on 1 June 2007, the Group
announced it would not increase its offer price. LionOre terminated the suppart agreement for the Group's offer and made a termination
payment to the Group of CAD30S million (US$284 million) in June 2007. The Group incurred acquisition costs of US$9 miflion in relation to
the offer for LionQre. The 13x charge attributable 1o the termination payment and acquisition costs is US352 million,

Disposal fair value adjustment - Kagiso obligations

During the year ended 31 December 2007, a charge of US$25 million has been recorded for an increase in the fair value of the liability
recognised by the Group following the black empowerment disposal to Kagiso of an interest in the Mototolo joint venture {rafer to
note 7 and note 28).

Restructuring and closure costs
Restructuring and redundancy <osts of US$nil (2006 US$50 million) refate to the farmer Falconbridge Group following its acquisition,

Impairment of goodwill

The acquisition of Falconbridge was completed in two stages. The Group acquired 19.9% of Falconbridge at CAD28 per share in 2005, before
acquiring the remaining 80.1% in 2006 at a price of CADE2.50 per share. The average price paid per share for the 100% interest was
CADS6.44. The Group's ability to average the purchase price paid for the second tranche of shares over the full purchase provided the Group
with a compelling competitive advantage and was a significant factor in the success of the transaction. Under IFRS, this advantage cannot be
recognised, as goodwill is catculated separately for each transaction, regardless of the average price paid per share 1o acquire the 100%
interest. This accounting treatment has resulted in the creation of additional goodwill of US$1,403 million.

During 2007, the Group has completed a detailed fair value assessment of the assets acquired and recognised goodwill of US$4,555 million,
JS$446 million mare than was recorded at 31 December 2006. As required by IFRS 3, all adjustments made in finalising the acquisition
accounting have bean presented as if the accounting had been complated on the acquisition date. Accordingly, the additional goodwill
recorded as a result of the finalisation of the acquisition accounting is subject to impairment testing at 31 December 2006. This has resulted in
an additional impairment charge of US$446 million which, in accardance with IFRS 3, has been recognised in the income statement for the year
ended 31 December 2006, increasing the total impairment charge to US$1,824 million. There was no other significant income statement
impact arising as a result of finalising the acquisition accounting (refer to note 7).

Profit on sale of avaitable-for-sale financial assets

ussm 2007 2006

Conlinuing operations;

Unallocated - 63
- 63

Listed shares were sold for a consideration of US$nil in 2007 (2006 US$190 million).
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10. Revenues and Expenses (continued)

Profit on sale of operations

ussm 2007 2006

Cantinuing operations;

Coal — Austratia - 16

Discontinued gperations:

Aluminium 1 -
1 16

The aluminium business was sold on 18 May 2007 to Apollo Management LP. The disposal ]
disposal costs of US$24 million, realising a gain of US$1 million after tax {refer to note 8).

On 19 October 2006, the Group disposed of its Cook coal operation in Australia to Caledon
recognised on the disposal {refer ta note 8).

11. Income Taxes

roceeds amounted to US$1,150 miltion before

Resources Limited. A gain of US$16 million was

income tax charge
Significant components of income tax expense for the years ended:

58m 2007 2006

Consolidated income statement

Current tax:

Based on taxable income of the current year 2,183 1.386

Priol year gver pravision 0ha) -

Total current taxation charge for the year 2,169 1,386

Deferred taxation:

Origination and reversal of temporary differences 276 144

Change in tax rates {91) €)
Benefit from previously unrecognised tax losses, tax credits or temporary

differences of a prior year that are used 1o reduce deferred tax expense - {4)
Priar year under provision 6 43

Toal deferred taxation charge for the year 191 177

Total taxation charge ' 2,360 1,563

Total taxation charge reported in consclidated income statement 2,311 1,534

Income tax attributable to discontinued cperations 49 29

Total taxation charge 2,350 1,563

UK taxation included above:

Current tax 10 2

Deferred tax 4 (4)
Total taxation chargef{credit) 14 {2)
Recognised directly in equity

Deferred tax:

Available-for-sale financial assets 16 (75)
Cash flow hedges (15 16

Other equity classified items 6 44

Tota! taxation chargefcredit) reported in equity 7 {15)

The amounts above include the tax charge attributable to exceptional items.
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11. Income Taxes {continued)

A reconciliation of income tax expense applicable to accounting profit before income 1ax at the weighted average statutory income tax rate 10
income tax expense at the Group average effective income tax rate for the years ended is as follows:

ussm 2007 2006
Profit before taxation from continuing operations 8,127 3,376
Profit before taxation from discontinued operations 102 93
Profit belore taxation 8,229 3,469
At average statutory income tax rate 25.2% (2006 23.2%) 2,075 803
Goodwill impairment - 602
Additional mining and other taxes 239 72
Foreign currency gains and losses 156 67
Non-deductible expenses 81 30
Non-taxable capital gains {53) -
Rebatable dividends received (1) 8
Research and development alfowances (9) (17N
Resource and other allowances (25) (22)
Change in 1ax rates (91) e
Priar year underXover) provision (8) a3
Other 2) (N
At average effective income tax rate 2,360 1,563
Total taxation charge reported in consalidated income statement 231 1,534
income tax attributable to discontinued operations 49 29
At average effective income tax rate 2,360 1.563

The above recondiling iterms are disclosed at the tax rates that apply in the country where they have arisen.

The average slatutory income tax rate is the average of the standard incame tax rates applicable in the countries in which the Group operates,
weighted by the profit/{loss) before tax of the subsidiaries in the respective countries as included in the consolidated accounts.

The change in the average statutory income tax rate is due to the variation in the weight of subsidiaries’ profits, by various changes in the
enacted standard income tax rates and due 1o the acquisition of subsidiaries in countries with different tax rates.

Deferred income taxes
Deferred tax assets are recognised for the carry-forward of unused tax losses and unused tax credits to the extent that it is probable that
taxable profits will be available against which the unused tax losses/credits can be utilised.

Unrecognised tax losses

The Group has unrecognised deferred tax assets in relation (o tax losses that are available indefinitely of US$9 miliion (2006 US3$8 million) 1o
carry forward against future taxable income of the companies in which the losses arase. Deferred tax assets have not been recognised in
respect of these losses as they may not be used 1o offset 1axable profits elsewhere in the Group and they have arisen in subsidiasies that have
been loss-making for some time, There are no ather deductible temporary differences that have not been nat recognised at balance sheet date.

Temporary differences associated with Group investments

At 31 December 2007, there was US$nil recognised deferred tax liability (2006 USSnil) for taxes that would be payable on the un-remitted
earnings of certain of the Group's subsidiaries, associates or joint ventures as:

& the Group has determined that undistributed profits of its subsidiaries will not be distributed in the foreseeable future;

u the profits of the associates will not be distributed until they obtain the consent of the Group; and

m the investments are not held for resale and are expected to be recouped by continued use of these operations by the subsidiaries.
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11. Income Taxes (continued)

been retognised amount ta U$$2,218 million (2006 US32,608 million).

The deferred tax assets/f{liabilities) included in the balance sheet are as follows:

The temporary differences associated with investments in subsidiaries, associates and joint veptures, for which deferred tax liabilities have not

There are no income tax consequences for the Group attaching to the payment of dividends oy the Company to its shareholders.

Usim 2007 2006
Tax losses 244 78
Derivative financial instruments 45 35
Employee provisions 75 65
Other provisions 244 235
Rehabilitation and ctosure 157 120
Accelerated depreciation (5.826) (5,110}
Coal export rights (260) (253)
Other intangibles (211) (354)
Government grants (a) (13
Deferred stripping {83) (49)
Available-for-sale financial assets 20) 7
Qther equity-related items (36) (3)
Cther {164} {175)
(6.049) (5.441)
Represented on the {ace of the balance sheet as:
Deferred 1ax assets ? 22
Deferred 1ax liabilities (6,056) {5,463)
(6,049) {5.441)
The deferred tax included in the Graup income statement are as follows:
Usim 2007 2006
Tax losses {185) 112
Accelerated depreciation 360 9
Deferred stripping 27 17
Rehabilitation and closure {16) (2%
Other provisions (hF)] (93]
Other 12 (28)
From continuing operations .1 166
From discontinued operations 10 11
191 177

Tax audits

for those matters where it is probable that an adjustment will be made, the Company record
related interest charges, in the current tax liability. Inherent uncertainties exist in estimates of
Whilst management beligves they have adequately provided for the probable outcome of the
or unfavourable adjustments to these estimated tax liabilities in the period the assessments an
limitation lapses. The final outcome of tax examinations may result in 3 materially different o

d its best estimate of the tax liability, including
ax contingencies due to changes in tax laws.

e matters, future results may include {avourable
e made, or resolved, ar when the status of
tcome than assumed in the tax liabilities.

The Company periodically assesses its liabilities and contingencies for all tax years open to autit based upon the latest information available.
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12. Earnings Per Share

Ussm 2007 2006
Continuing operations:
Profit before exceptional items attributable to ordinary equity holders of the parent fram cantinuing operations 5.372 3,286
Exceptional items from continuing operations 118 (1,829}
Profit attributable 1o ordinary equity holders of the parent from continuing operations 5.490 1,437
Interest in respect of convertible borrowings 16 37
Profit attributable to ordinary equity holders of the parent for diluted earnings per share from continuing operations 5.506 1,474
Total operations;
Profit before exceptional items attributable to ordinary equity hotders of the parent from continuing operations 5,372 3,286
Exceptional iterns from continuing operations 118 {1,849)
Profit atiributable 10 ordinary equity halders of the parent {rom continuing operations 5,490 1,437
Profit attributable to ordinary equity holders of the parent from discontinued operations 53 64
Profit attributable to ordinary equity holders af the parent 5,543 1,501
Interest in respect of convertible borrowings 16 37
Profit attributable 1o ordinary equity holders of the parent for diluted earnings per share 5,559 1,538
Weighted average number of shares (000} excluding own shares:
For basic earnings per share 959,549 771,820
Effect of dilution:
- Free shares and share options (000) 9,196 9,41
- Convertible borrowings 17,418 50,294
for diluted earnings per share 986,163 831,555
Basic earnings per share (USY)
Continuing operations:
- before exceptiona! items 5.60 426
- exceptional items 0.12 {2.40)
5.72 1.86
Discontinued operations;
- before exceptional items 0.06 0.08
- exceptional items - -
0.06 0.08
Toial:
- before exceptional items 5.66 4.34
- exceptional items 0.12 (2.40)
5.78 1.94
Diluted earnings per share {US%) )
Continuing operations:
- before exceptional items 5.47 3.99
- exceptional items 0.12 (2.22)
5.59 1.77
Discontinued operations;
- before exceptional items .05 0.08
- exceptional items - -
0.05 0.08
Total:
- before exceptional items 5.52 407
- exceptional items 0.12 2.22}
5.64 1.85
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12. Earnings Per Share (continued)

Basic earnings per share is calculated by dividing the net profit for the year attributable to the equity holders of the parent company by the
weighted average number of ordinary shares outstanding for the year, excluding own shares] Adjustments are made for continuing and
discontinued operations and before exceptional items and after exceptiona! items as outlined above, to present @ meaningful basis for analysis.

Diluted earnings per share is based on basic earnings per share adjusted for the potential dilytion if director and employee free shares and share
options are exercised and the convertible bonds are converted into ordinary shares. An adjusiment is also made 1o net profit for the interest in
respect of the convertible borrowings and related hedging.
On 30 October 2006, 235,787,596 ordinary shares were issued under a rights issue which whs structured as an issue of one new ordinary
share at a price of GBP12.65 per share for every three existing ordinary shares held. The thedretical ex-rights price for an ordinary share was
GBP19.51. The 2006 earnings per share have been calculated after applying a factor of 0.9 fpr the bonus etement of the rights issue.

On 16 January 2008, 6,000,000 shares were issued to the ESOP at a market price of GEP34.80 per share {refer to note 26).

13. Dividends Paid and Proposed

USsm 2007 2006

Declared and paid during the year:

Final dividend for 2006: 30 cents per ordinary share (200S: 22.4 cents per ordinary share) 290 159

Interim dividend for 2007: 16 cents per ordinary share (2006: 11.6 cents per ordinary share) 153 92
443 25

Proposed for approval at the Annual General Meeting (not recognised as a liability as at 31 December):

final dividend for 2007: 34 cents per ordinary share (2006: 30 cents per ordinary share) 326 281

Dividends declared in respect of the year ended 31 December 2007 will be paid on 16 May 2008. The 2007 interim dividend was paid on
12 October 2007.

As stated in note 26, own shares held in the ESOP and by the ECMP have waived the right tb receive dividends.

The dividends per share declared and paid prior to 30 Octaber 2006 have been adjusted by the rights issue bonus adjustment factor of 0.9
(refer to note 12).
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14, Intangihle Assets

Hydro
Export Technology Feed electricity .
US$m rights* Goodwill* patents* contract* rights* Other 2007
At 1 January 2007 1,008 6,915 53 413 501 71 8,962
Acquisitions - 589 - - - - 589
Additions - - - - - 32 32
Reclassifications - - - - - (5) (5)
Amortisation charge 32) - (3 (54) - (13) (102)
Dispasals (refer 10 note 8) - (139) - - - - (139)
Translation adjustments 17 23 6 - - {1 45
At 31 December 2007 993 7,389 56 359 501 B4 9,382
At 1 January 2007:
Cost 1,008 8,740 b4 425 501 86 10,824
Accumulated amortisation - {1.824) (1) {12} - (15} {1,862)
Net carrying amount 1,008 6,916 53 413 S0 n 8.962
Al 31 December 2007:
Cost 1,026 9,213 72 425 501 12 11,349
Accumulated amortisation {33) (1,829) (16) {56) - {28} (1,967)
Net carrying amount 933 7.389 56 359 501 84 9,382
Hydro
Export Technology Feed electricity
Ustm nghts* Goodwill* patents* contract* rights™ QOther 2006
ALY January 2006 1,130 229 53 - - 18 1,430
Acquisitions - 8,497 - 425 501 42 9,465
Additions - - - - - 16 6
Amortisation charge - - (3) (12) - €3] 23
Disposals {refer to note 7) (26} - - - - - (26)
Impairment charge - (1,829 - - - - {1,824)
Translation adjustments (96} 14 3 - - 3 {76)
At 31 December 2006 1,008 6,916 53 a3 S01 n 8,962
At 1 lanuary 2006:
Cost 1,130 229 60 - - 27 1,446
Accumulated amortisation - - N - - (9 (16)
Net carrying amount 1.130 229 53 - - 18 1,430
At 31 December 2006:
Cost 1,008 8,740 64 425 501 86 10,824
Accumulated amortisation - (1.824) (4R)] (2) - (15} {1.852)
Net carrying amount 1,008 6,916 53 413 S01 n 8,962

*Purchased 2s part of business combinations

The Group has a 20.91% interest in the service organisation, Richards Bay Coal Terminal Company Limited, acquired in a business combination,
through which the shareholders gain access to export markets enabling them to realise higher coat sales prices than in the domestic market.
Previously, the directors regarded the right to export coal afforded by the interest in the terminal to have an indefinite life, as the operations
utilising the terminal had appropriate reserves (induding undeveloped reserves) to allow the use of the terminal for an indefinite period. Further,
the land on which the terminal operates is leased on a fong-term basis and there has been 2 history of lease extensions. As outlined in the 2006
finandial statements, the directors reassessed whether it was appropriate to treat the export rights as an indefinite kife intangible asset in light of
the approval of the Goedgevonden Project and determined that it would be appropriate to begin amortisation in 2007 based on 2 units-of-
production method.
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14. Intangible Assets (conlinued}

The Group acquired the right to market 1o third parties various leading technologies for the
industries, in a business combination. The technology patents are amortised over their usefu)
The Group acquired hydroelectricity rights in connection with the acguisition of the Falconbyrig
been recorded at fair value and will be amortised over the expected life of the operation, cun
completion of construction.

value at the date of the acquisition and is being amaortised over an eight year period, being t
acquisition.

of between 3 to 5 years.

The disposal of a portion of the export rights which occurred during 2006 was the result of th

15. Impairment Testing - Goodwill and tndefinite Life intangibles

hining, mineral processing and metals extraction
ecanomic lives of 20 years to June 2023,

ently estimated as being 40 years following the

A long-term feed contract acquired in connection with the acquisition of the Falconbridge Grpup (refer to note 7) has been recorded at fair

Other intangible assets mainly comprise computer software and software development that afe being amortised over their usefut economic lives

ge Group (refer (0 note 7). These rights have

e remaining contract term at the date of the

e transaction with ARM {refer to note 7).

Export rights

ussm 2007 2006
Coat export tights carrying value:

Coal Africa 9493 1,008

AL 31 December 2006, the directors reassessed whether it was appropriate to continue treatin
(2006 US$1,008 million) as an indefinite life intangible asset and determined that the asset wA
in 2007, amortisation of US$32 million was recorded in the income statement {refer 1o note &

Ouring 2006, the coal export right was not amartised as the asset was deemed o have an ind
this asset was allocated to the Coal Africa cash-generating unit and impairment testing was p
indicator of impairment,

Impairment testing was performed at 31 December 2006 based on a value in use calculation.
to be generated from mines that rely on the coal expont rights. Such cash flows were project
based on management’s expectation at that time. This period depended on a number of varia
prices for production. Cash {lows were projected for a maximum of 36 years.

g the coal export rights of US$393 million
butd be amortised prospectively. Consequently
and note 14).

efinite life. For the purpose of impairment testing
priormed annually or whenever there was an

Value in use was based on cash flows expected
up 10 the date mining was expected to cease,
tes including recoverable reserves and selfing
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15. Impairment Testing — Geodwill and Indefinite Life Intangibles (continued)

Goodwill
Goodwill has been allocated 1o the following reportable segments, or when appropriate to a lower level of cash-generating unit, which are
expected 1o benefit from the asset, The carrying values of goodwill by cash generating unit are as follows:

usim 2007 2006
Coal - Austrafia 163 -
Coal — Colombia 464 464
Chrome - Africa 47 46
Copper - Americas® 1,185 1,185
Copper — South America 1,536 1,536
Copper - Australasia 152 129
Nickel — North America 856 856
Nickel - South America 295 295
Nickel - Africa 78 78
Nickel — Australasia 34 32
Platinum - Africa 399 -
Zinc Lead* 1,546 1,546
Zinc Lead - North America 244 244
Zinc Lead - South America 160 160
Zing Lead - Australasia 8 7
Zin¢ Lead - Europe 222 199
Aluminium - North America - 139
7.389 6916

*Net of 2006 impairment loss discussed belaw.
= «Rpstated for the revisions 10 the Falcontxidge, Cenejon and Tintaya acquisitions in 2006 (refer 1o note 7).

The goodwill recognised in 2006 arose on the Cerrejon, Tintaya and Falconbridge acquisitions {refer to note 7). Goodwill has been resiated
from those numbers reported in 2006 as a result of the finalisation of the accouating relating Lo these acquisitions.

As outlined in note 7, the US$464 million goodwill recognised on the Cerrején acquisition and the US3133 million recognised Tintaya
acquisition, relate to the requirement to recognise a deferred tax liability, calculated as the difference between the tax effect of the fair value
of assets and liabilities acquired and their tax bases.

US$7,900 million goodwill was recognised on the Falconbridge acquisition (refer to note 7). Of this amount, US$3.345 million relates to the
requirement to create a deferred tax liability, whilst US34,555 miltion relates to goodwill recognised on the acquisition of 80.1% of the
company in 2006.

The Group perlarms goodwill impairment testing on an annual basis and when there are indicators of impairment. The most recent test was
undertaken at 31 October 2007.

In assessing whether goodwill has been impaired, the carrying amount of the cash-generating unit or teporiable segment is compared with
its recoverable armount,

2007 Testing
For the purpose of goodwill impairment testing, except for the testing of US$1.546 miltion allocated to the Zinc Lead reportable segment,
recoverable amounts have been determined based on value in use calculations.

Value in use are based on the cash flows expected to be generated from mines, smelting and refining operations included within the cash-
generating units or reportable segments. Cash flows are projected for periods up to the date mining and refining is expected o cease based
management’s expectations at the time of completing the testing. This date depended on a number of variables, including recoverable reserves
and resources, the forecast selling prices for such production and the treatment charges received from the refining operations. Cash flows have
been projected for a3 maximum of 26 years.
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15. Impairment Testing — Goodwill and Indefinite Life Intangibles (continued)

For the goodwill alocated to the Zinc Lead segment recoverable amount was determined ba
market prices are not available, this was calculated using discounted cash flow methodology
made by market participants.

Key assumptions

The key assumptions used in the value in use calkculations and in determining the ~fair value
& recoverable reserves and resources;

commodity prices;

treatment charges receivable by smelting and refining operations; and

[
L]
m  discount rates.

As oullined above, economically recoverable reserves and resources are based on manageme
testing, based on the availability of reserves at mine sites and exploration and evaluation wol

bed on "fair vatue less cost 10 sell™. As observable
taking account of assumptions that would be

ess cost to sell” of the Zin¢ Lead segment are:

1 expectations at the time of completing the

undertaken by appropriately qualified persons.

Long term commodity prices and treatment charges are based on external market consensus forecasts. Spedific prices are determined from
information available in the market after considering the nature of the commodity produced bnd long term market expectations.

The discount rates that are utilised for significant balances are outlined below, and represent |he nominal pre-tax rates that reflect the current
market assessments of the time value of money and the risks specific to the cash-generating pinit or reportable segment for which cash flows
had not been adjusted. These rates are based on the weighted average cost of capital specifid to each cash-generating unit or reportable

segment and the currency of the cash flows generated. These rates were calculated with refe

ence to infermation from third party advisors.

Usim 2007
Copper - Americas 17.2%
Zinc Lead — Europe 13.6%
Chrome - Africa 11.1%
Zing Lead 133%

In assessing the “fair value less costs to sell” of the Zinc Lead segment anather key assumptio
participants, is foreign exchange rates. These rates are based on external market consensus fo
information avallable in the market after considering long-term market expectations and the d

Thera was no impairment expense recorded in 2007 and the directors are of the view that no
assumptions would result in an impairment expense being recognised.

2006 Testing

For the purpose of goodwill impairment testing, recoverable amounts were determined based
based on the cash flows expected to be generated from mines, smelting and refining operatio
reportable segments. Cash flows were projected for periods up to the date mining and refini
expectations at the time of completing the testing. This date depended on a number of varia
the forecast selling prices for such production and the treatment charges received from the rel
maximum of 21 years.

Key assumptions

The key assumptions used in the value in use
and used in 2007. Managemen! determined the value of the assumptions in the same manner
recoverable reserves and resources and market consensus prices.

0

n that would be considered by market
lecasts. Spedific rates are determined from
puntries in which the Group operates.

reasonably possible change” in any of the key

on value in use calculations, Value in use was
hs included within the cash-generating units or
rt‘)? was expected to cease based management's

les, induding recoverable reserves and resources,
ning operations. Cash flows were projected for a

calculations for goodwilt and the export right asset were consistent with those outlined abave,

specifically, by considering economicafly

The discount rates that were utilised are outlined below, and represent the neminal pre-tax rat
of the time value of money and the risks specific to the cash-generating unit or reporiable seg

that reflect the current market assessments
nt for which cash flows had not been adjusted.

These rates were based on the weighted average cost of capital specific to each cash-generating unit or reportable segment and the currency

of the cash flows generated. These rates were calculated with reference 1o information from 1

ird party advisors.
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15. Impairment Testing — Goodwill and Indefinite Life Intangibles (continued)

2006

Coal - South Africa 10.2%
Chrome - Africa 1.1%
Copper - Americas 12.2%
Zinc Lead 13.3%
Zing Lead - Europe 13.6%
impairment losses
The impairment losses recognised as an exceptional item in the 2006 income statement relates to the following:
USsm 2006
Goodwill:
Copper - Americas 792
Zinc Lead 1,032

1,824

The acquisition of Falconbridge was completed in two stages. Xstrata acquired 19.9% of Falconbridge a1 CAD28 per share in 2005, before
acquiring the remaining B0.1% in 2006 at a price of CAD62.50 per share. The average price paid per share for the 100% interest was
CADS6.44. Xstrata's ability 1o average the purchase price paid for the second iranche of shares aver the full purchase provided Xstrata with
a compelling competitive advantage and was a significant factor in the success of the transaction.

Under IFRS, this advantage cannot be recognised, as goodwill is calculated separately for each transaction. This accounting treatment resulted
in the creation of additional gocdwill of US$1,403 million,

Xstrata completed a detailed fair value assessment of the assets acquired and, in accordance with IFRS, tested goodwill for impairment. As a
consequence, the Company recorded an impairment charge of US$1,824 million in 2006 {refer to note 7 and note 10 for further details).

Sensitivity to changes in assumptions
As a result of the impairment expense above, the goodwill allocated to Copper Americas and Zinc Lead, was recorded at its recoverable amount
at 31 December 2006 and therefore any adverse changes in key assumptions would have caused a further impairment loss to be recognised.

These key assumptions are discussed below:

Recoverable reserves and resources - The total recoverable reserve was 1,680 million tonnas of ore, and resource was 1,279 million tennes of
ore for Copper Americas. The total recoverable reserve was 180 million tonnes of ore, and resource was 563 million tonnes of ore for Zin¢ Lead.
As outlined above this was based on management's estimate, using appropriate exploration and evaluation techniques.

Commodity prices — In performing the value in use calculation for Copper Americas commaodity prices were based on external market
consensus forecasts, The copper prices ranged from US$1.00 per pound to U5$3.28 per pound varying in accordance with the year the sale
was expecied to occur.

Treatment charges received from smetting and refining — In performing the value in use calculation for Zinc Lead treatment charges were
estimated to be in the range of US$150 per tonne te US$250 per tonne for zinc and US$110 per tonne for lead refining fees, based on the
year of processing. As outlined above, these prices were based on external market consensus forecasts,

Commodity prices - In performing the value in use calculation for Zinc Lead commedity prices were based on external market consensus
forecasts. The prices ranged from US$1,124 per tonne to US$3,241 per tonne for zinc and US$639 per tonne to US31,145 per tonne for lead,
varying in accordance with the year the sale was expected to occur.
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16. Property, Plant and Equipment
Exploration Land Mining Plant Capital
and and properties and works in
Ussm evaluation buildings ang leases equipment progress 2007
At 1 january 2007, net of accumulated depreciation 245 2,751 18,343 6,285 1,874 29,498
Acquisitions 26 109 2,479 382 1 2,997
Additions 139 227 517 1,306 829 3,018
Disposal of discontinued operations - (366) (7) (623) (22} (1,018)
Dispasats - (4) ) (26) (24) {59)
Rehabilitation provision adjustments - - 122 - - 122
Reclassifications 252 B89 (206) 279 {409) 5
Deprediation charge @ {197) (1.012) (809) - {2,025)
Translation adjustments (1) a1 344 295 100 779
At 31 December 2007, net of accumulated depreciation 654 2,650 20,575 7,089 2,349 33,317
At 1 January 2007:
Cost 252 3,030 19,595 7,808 1,875 32,560
Accumulated depreciation (¥)] (279) {1,252) {1,523) (1) (3,062)
Net carrying amount 245 2.751 18,343 6,285 1,874 29,498
At 31 December 2007:
Cost 666 3,089 22,911 9,418 2,349 38,443
Accumulated depreciation (12) {439) {2,346) (2,329) - (5,126)
Net carrying amount 654 2,650 20,575 7,089 2,349 33317
Exploration Lang Mining Plant Capital
and and ploperties and works in
Ussm evaluation buildings and leases equipment Progress 2006
At 1 lanuary 2006, net of accumulated depreciation g 689 3,703 3,124 551 8,086
Acquisitions m 2,015 14,764 2,821 804 20,575
Additions 5S4 103 19 636 702 1,686
Disposal of discontinued operations - - (22 (15) - (37)
Disposals - (8) (5) )] - (20)
Rehabilitation provision adjustments - - 83 - - 88
Reclassifications - 20 56 118 (194) -
Depreciation charge - (120} {575) (526) - (1.221)
Translation adjustments 1 52 143 134 1 3N
At 31 December 2006, net of accumulated depreciation 245 2,751 18,343 6,285 1,874 29,498
At 1 January 2006; ’
Cost 26 855 4,352 4,132 553 9,918
Accumustated depreciation 7 (166) {649) (1,008) (2) (1.832)
Net carrying amount 19 689 3,703 3124 551 8,086
Al 31 December 2006:
Cost 252 3,030 19,595 7.808 1,875 32,560
Accumulated depreciation 1)) (279) (1,252) {1.523) {1} (3,062)
Net carrying amount 245 2,751 18,343 6,285 1,874 29,498
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16. Property, Plant and Equipment (continued}

tand and buildings include nen-depreciating freehold land amounting to US$363 million (2006 US$214 million).

Mining properties and leases at 31 December 2007 include deferred stripping costs of U5$432 million {2006 US$304 million). US$165 million
{2006 US$89 million) of deferred stripping costs werse capitalised during the year.

The carrying value of plant and eguipment held under finance leases and hire purchase contracts at 31 December 2007 is US$125 million
{2006 US$236 million). Leased assets and assets under hire purchase cantracts are pledged as security for the refated finance leases and hire
purchase liabilities. The carrying value of other property, plant and equipment pledged as security is US$nil {2006 US3nil).

US$nil (2006 USSnil) of interest was capitalised during the year and there is US$nil (2006 USSnil) of capitalised interest within property, plant
and equipment at 31 December 2007,

The carrying value of property, plant and eguipment at 31 December 2007 that is temporarily idle is US$nil million (2006 US$36 miltion).

The Group has made commitments to acquire property, plant and equipment totalling US$532 million at 31 December 2007 (2006
US$227 million).

17. Biological Assets

Usim 2007 2006
At 1 January ' 15 13
Net gain from fair value less estimated selling cost adjustments 2 i
Translation adjustments 2 3
At 31 December 19 15

Biological assets are stated at fair value fess estimated selling costs, which has been determined based on independent valuations as a1
31 December 2007 and 2006, on the basis of open market value, supported by market evidence. As at 31 Decermber 2007, the Group owned
54,000 {20086: 45,000} cattle.

18. Inventories

Ustm 2007 2006
Current;
Raw materials and consumables 1.451 1,294
Work in progress 1.763 1,376
Finished goods 953 g69
4,167 3,539
Non-current:
Work in progress 17 75
17 75

Non-current inventories comprises long-term ore stockpiles that are not planned to be processed within one year.
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19. Trade and Other Receivables

us$m 2007 2006
Current;
Trade debtors 2,451 2,380
Advances 189 15
Employee entitlement teceivables {refer to note 31) 6 5
Recoverable sales tax 290 282
Other debtors 3 47
2,967 2,829
Non-current:
Employee entitlement receivables (refer to note 31) 38 25
Recoverable sales tax 5 25
Other debtors 42 34
85 84

20. Investment in Associates

same as for the Group, being 31 December.

The following is @ summary of the financial information of the above associates:

The Group has interests in coal terminals, through which it gains access to export markets an
which owns a zinc refinery in Salaberry-de-valleyfield, Quebec. The Noranda Income Fund is
value of the Group’s investment was US$122 million at 31 December 2007 {2006 US$106 m
terminals are not listed so there is no published quoted price for the fair value of these invest

d a 25% interest in the Noranda Income Fund
sted on the Toronto stock exchange and the fair
lion). The companies which own the coal

ments. The reporting dates for all associates is the

USSm 2007 2006
Share of associates’ balance sheet:

Non-current assets 256 230
Current assets 83 93
Total assets 339 323
Non-current liabilities (113) {88)
Current liabilities {40) (56)
Total liabilities {153) (144}
Net assets 186 179
Carrying amount of the investment 186 179
Share of associates’ revenue and profit;

Revenue 265 16
EBITDA 23 )
EBIT 15 2
Net interest paid 1 2
Income tax expense (1) -
Profit for the year 15 4
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21, Interests in Joint Venture Entities

The Group has various interests in jointly controlled entities, operations and assets as outlined in note 35. These interests are accounted fof in
the manner outlined in note 6.

The following is a summary of the financial infermation of the Group's jointly controlled entities in Africa and South America:

Ustm 2007 2006
Share of joint ventures’ balance sheets:

Non-current assets 9.950 10,558
Current assets 690 616
Total assets , 10,640 11,174
Non-current liabilities (2,121) {2,578)
Current liabilities {336) (663)
Total liabilities {2.457) {3,241)
Net assets 8,183 7,933
Net assets consolidated 8,183 | 7.933

Share of joint ventures' revenue and profit:

Revenue 2,450 1,063
Cost of sales {before depreciation and amortisation) {310) (273)
Distribution costs {129) (62}
Administration expenses {before depreciation and amortisation) (54) 2n
EBITDA 1,957 707
Depreciation and amortisation {370) 17s)
EBIT 1,587 532
Finance income B 6
Finance costs (22) (14)
Profit before tax 1,573 524
Income tax expense {431) {164)
Profit for the year 1,142 360

These figures have been restated due 10 the finalisation of the 2006 acquisition accounting (refer note 7).

22. Available-for-sale Financial Assets

Ustm 2007 2006

At fair value:

Shares — listed 87 58

Shares - unlisted 26 22

Royalty contract 90 90
203 170

Avatlable-for-sale financial assets consist of a long-term royalty income contract and investments in listed and unlisted ordinary shares that
have no fixed maturity date or coupon rate. These investments are held for strategic purposes, In 2007 and 2006, the listed shares related to
companies in the mining industry. The listed shares are carried at fair value. Unlisted shares mainly comprise interests in ports in Australia used
1o export coal and are carried at fair value.
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23. Derivative Financial Assets

Ussm 2007 2006
Current;
At fair value:
Foreign currency cash fiow hedges 1 9
Fair value interest rate swap hedges 4 -
Other commodity derivatives 3 2
Other foreign currency derivatives 81 -
89 11
Non-Current:
At fair value:
Fareign currency cash {low hedges 12 !
Fair value interest rate swap hedges 98 8
Other foreign currency derivatives - 48
210 57
Total 299 68
24. Other Financial Assets
Usim 2007 2006
Current:
At amortised cost:
Loans to joint venture partners 54 -
Security deposits -
54
Non-current:
At fair value:
Rehabilitation trust fund 43 36
QOther 34 49
77 85
At amortised cost;
Loans to joint venture partners Fal a8
98 183
Total 152 185

Loans 1o joint venture partners
A loan to Merafe was made on establishment of the Chrome Pooling and Sharing Venture (§
(2006 US321 milfion) was subject to a floating interest rate based on South African prime ra
10 acquire Merafe’s PSV assets at fair value in the event of default.

A loan was made 1o African Rainbow Minerals Limited (ARM) on establishment of ARM Coa

(2006 US5$56 million) was subject to a floating interest rate based on South African prime ra
to acquire ARM Coal assets at fair value in the event of default.

interest free. This loan is secured by the Group's ability to acguire Kabanga's assets at fair va

5V). At 31 December 2007, US$21 million
es. This loan is secured by the Group's ability

. At 31 December 2007, US$54 million
es. This loan is secured by the Group’s ability

A loan has been made to Barrick Gold Corporation for the Kabanga joint venture. At 31 Degember 2007, US3nil (2006 US$21 million) was

e in the event of default.
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24. Other Financial Assets (continued)

Rehabilitation trust fund

The rehabilitation trust fund in South Africa receives cash contributions to accumulate funds for the Group's rehabilitation liability relating
10 the eventual dosure of the Group's coal operations. Amounts are paid out from the trust fund following completion and approval of the
rehabilitation work by the Seuth African Department of Minerals and Energy, The contributions to the trust fund are placed with investment
banks who are respansible for making investments in equity and money market instruments. The trust fund is 1o be used according to the
terms of the trust deed and the assets are not available for the genera! purpose of the Group. The trust fund is carried at fair value.

25. Cash and Cash Equivalents

ustm 2007 2006
Cash at bank and in hand 487 622
Short-term depaosits 661 1,238

1,148 1,860

The majority of cash at bank and in hand earns interest at fioating rates of interest with a limited amount a1 fixed rates of interest or interest
free. Short-term deposits are made at call and for less than one week, dependent on the short-term cash requirements of the Group and earn
interest based on the respective short-term deposit rates. The fair value of cash and cash equivalents at 31 December 2007 and 31 December

2006 approximates carrying value,

For the purposes of the Consolidated Cash Flow Statement, cash and cash equivalents comprise the following at 31 December:

UStm 2007 2006
Cash at bank and in hand 487 622
Short-term deposits 661 1,238
Bank overdrafts {refer to note 28) {79} {143}

1,069 1.7117

During the year, the Group entered into new finance leases and hire purchase contracts to purchase various items of pfant and equipment for
U$$26 million (2006 US$nil}, issued shares from the conversion of the convertible borrowings and issued shares to the ESOP for a market value
of US$185 million (2006 US398 milion) which did not require the use of cash and cash equivalents and are not included in the net cash flow
used in investing and financing aciivities in the Consolidated Cash Flow Statement.
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26, Capital and Reserves

Ustm
Authorised:
875,000,000 ordinary shares of US$0.5C each as at 1 January 2006 438
14,234,948,397 ordinary shares of U530.50 each increase on 30 June 2006 7047
15,109,948,397 ordinary shares of U530.50 each as at 31 December 2006 7,555
13,609,948,397 ordinary shares of US3$0.50 each cancellation (6,805)
1,500,000,000 ordinary shares of U5$0.50 each as at 31 December 2007 750
50,000 deferred shares of GBP1.00 each as at 31 December 2006 and at 31 December 2000 -
1 special voting share of US$0.50 as at 31 Decemnber 2006 and as at 31 December 2007 -
750
Issued, called up and fully paid:
632,502,416 oidinary shares of US$0.50 each as at 1 January 2006 316
3,000,000 ordinary shares issued on 28 March 2006 to the ESOP 1
32,543,344 ordinary shares issued on 22 May 2006 to institutional investors 16
235,787,596 ordinary shares issued on 30 QOctober 2006 from a shareholder rights issue 118
39,317,027 ordinary shares issued on the exercise of convertible bonds to 31 December 2046 20
943,150,383 ordinary shares of US30.50 each as at 31 December 2006 471
4,000,000 ordinary shares issued on 31 January 2007 to the ESOP 2
24,516,537 ordinary shares issued on the exercise of convertible bonds 10 31 December 2007 12
971,666,920 ordinary shares of US$0.50 each as at 31 December 2007 485
Share Premium:
As at 1 January 2006 2,500
3,000,000 ordinary shares issued on 27 March 2006 to the ESOP 97
32,543,344 ordinary shares issued on 22 May 2006 to institutional investors 1,236
235,787,596 ordinary shares issued on 30 October 2006 from a shareholder rights issue 5314
39,317,027 ordinary shares issued on the exercise of convertible bonds to 31 December 2006 375
At 31 December 2006 9,522
4,000,000 ordinary shares issued on 31 January 2007 to the ESOP 183"
24,516,537 ordinary shares issued on the exercise of convertible bonds to 31 December 2007 194
As at 31 December 2007 9,899
Own shares:
33,054,864 ordinary shares of US$0.50 each as at 1 January 2006 (616}
29,450,976 ordinary shares disposed by the ECMP during the year 572
428,053 ordinary shares purchased during the year (v
3.000.000 ordinary shares purchased on 28 March 2006 by the E50P {98)
1,611,519 ordinary shares purchased from sharehalder rights issue on 30 Octaber 2006 {38)
2.469,713 ordinary shares disposed by the ESOP during the year 37
6,173,747 ordinary shares of US30.50 each as at 31 December 2006 (154)
4,000,000 ordinary shares purchased on 31 January 2007 by the ESCP (185)
9,310,000 ordinary shares purchased in the ECMP during the year (518)
291,585 ordinary shares purchased during the year {14}
6,618,641 ordinary shares disposed during the year 220
13,156,691 ordinary shares of U$30.50 each as at 31 December 2007 (691)

Details in respect of the various classes of shares are ouilined in the Directors’ Report on pagps 103 to 106.
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26. Capital and Reserves (continued)

tssue of ordinary shares
Curing March 2006, 3,000,000 shares were issued to the ESOP at a market price of GBP18.72 per share.

On 22 May 2006, 32,543,344 shares were issued 10 institutional investors at a market price of GBP21.00 per share.

On 30 October 2006, 235,787,596 ordinary shares were issued under a rights issue which was structured as an issue of one new
ordinary share at a price of GBP32.65 per share for every three existing ordinary shares held. The net proceeds from the rights issue was
US$$5,432 million (after US$ 186 million of capital raising costs) and the number of shares in issue of Xstrata plc following the completion
of the rights issue was 943,150,383,

On 31 January 2007, 4,000,000 shares were issued to the ESOFP at a market price of GBP23.58 per share,

During 2006, 64.3% of the US$600 million of convertible bonds were converted at the option of the holders into 39,317,027 ordinary shares
in Xstrata plc. During 2607, the remainder of the U53600 million convertible bonds issued by Xstrata Capital Corporation AVV were converted
at the option of the holders into 24,516,537 ordinary shares in Xstrata plc, As a result of this canvarsion, 100% of the bond has been now
converted (refer to note 29).

On 16 January 2008, 6,000,000 shares were issued to the ESOP at a market price of GBP34.90 per share.

Own shares
Own shares comprise shares of Xsurata plc hetd in the Employee Share Option Plan (ESOP) and shares held by Batiss Investments {Batiss) for the
Equity Capital Management Programme (ECMP).

The shares acquired by the ESOP are either stock market purchases or share issues from the Company. The ESOP is used to co-ordinate the
funding and manage the delivery of ardinary shares for options and free share awards under the Group’s employee award schemes, The trusiee
of the ESOP is permitted to place the shares back inta the market and may hold up to 5% of the issued share capital of the Company at any
one time, At 31 December 2007, 3,846,691 (2006: 6,173,747) shares, equivalent to 0.4% (2006 0.7%) of the total issued share capital, were
held by the trust with a cost of US$ 133 million (2006 US$154 million) and markel value of U53271 million (2006 US$308 million). The trust has
waived the right to receive dividends from the shares that it holds. Costs relating to the administration of the trust are expensed in the period in
which they are incurred.

The shares acquired from the stock market by Batiss and held for the ECMP are used by the Group as a source of financing for future
acquisitions, or placed back into the market. The decision as to when to place the shares in the market, use the shares to assist the Group
in facilitating future transactions, or to repurchase shares for cancellation, is considared in light of the Group’s funding requirements and
capital structure.

Batiss is not permitted to hold more than 10% of the issued share capital of the Company at any cne time. Batiss has entered into an option
agreement with Xstrata Capital Corporation A.V.V. {Xstrata Capital}, a wholly owned subsidiary within the Xstrata Group, whereby Batiss has
granted 10 Xstrata Capital a right to require Batiss 1o sell the purchased Xstrata shares to a third party (other than a subsidiary of Xstrata plc),
as nominated by Xstrata Capital, at an exercise price of 1p per share. Under the option agreement, Xstrata Capital pays Batiss a premium for
this right, the premium being the equivalent of the market price paid by Batiss for the shares plus associated costs less the 1p exercise price.
This premium payment, together with funds from a subscription by Xstrata Capital for non-voting redeemable preference shares in Batiss,
provides the funding for Batiss to acquire the shares in the markel. These payments are sourced from the existing and fulure cash resources of
Xstrata Capital. Xstrata Capital is able to exercise its right under the option agreement for a period of six years from the date of each purchase,
but has not chosen to do so in either 2007 or 2006.

Batiss has waived its right to receive dividends on the shares which it holds. At 31 December 2007, 5,310,000 (2006: nil) shares, equivalent
to 1.0% (2006 nil%) of the total issued share capital, were held by the trust with a cost of US$518 million (2006 US$nil} and market value
of US$656 million (2006 USInil). Costs relating 1o the administration of the trust are expensed in the period in which they are incurred.

In 2006, the shares held at 31 December 2005 were used as a source of funding for the Cesrejon acquisition (refer to note 7).
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26. Capital and Reserves (continued)

Consolidated changes in equity

Artributable to equity holders of the parent

Convertible
borrowings
tssued Share Own - equity Othgr Retained Mingrity Total
ussm <apital premium shares component reserves earnings Total interests equity
At 1 January 2007 a7 9,522 (154} 78 4,479 4,057 18,446 1,146 19,592
Recognised income and expenses - - - - 59p 5472 6,067 326 6,393
Issue of share capital 14 37 (18%) (22) - - 184 - 184
Own share purchases - - (532 - - - {532) - (532}
Own share disposals - - 220 - F (164} 56 - 56
Cost of IFRS 2 equity-settled share-based
compaensation plans -~ - - - - 62 62 - 62
Acquisition of subsidiaries - - - - - - - 429 429
Capital injection - - - - T - - 180 180
Redemption of minority inlerests - - - - adh - (12) {10} (22}
Dividends paid - - - - - {443) (443) (485) (928)
Loan reclassification - - - - 1 - - {156) (156)
Al 31 December 2007 485 9,899 (651) 56 5,059 B,984 23,828 1,430 25,258
Consolidated changes in equity
Arttributable 10 equity holders of the garent
Convertible
borrowings
Issued Share Own - equity Oth Retained Minority Total

USim capital premium shares component i earnings Total interests equity
At 1 January 2006 316 2,500 {616) 119 3,054 2,192 7,565 572 8,137
Recognised income and expenses - - - - 141§ 1,549 2.967 405 3,372
Issue of share capital 155 7,022 (136) 41 s - 7,000 - 7.000
Own share purchases - - (11} - E - (11} - {11)
Own share disposals - - 609 - - 525 1,134 - 1,134
Cost of IFRS 2 equity-settled share-based
compensaticn plans - - - - e 42 42 - 42
Acquisition of subsidiaries - - - - L - - 471 4N
Redemption of minority interests - - - - E - - (95) (95}
Dividends paid - - - - - {251} {251} {207) (458)
At 31 December 2006 an 9,522 (154) 78 4,472 4,057 18,446 1,146 19,592
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26. Capital and Reserves {continued)

Other reserves
Net Foreign
Revaluation Other  unrealised currency

ussm reserves reserves  gainsflosses)  translation Total

At 1 January 2006 - 1,24% 94 1619 3,054

Revaluation of property, plant and equipment 1,418 - - - 1,418
Available-for-sale financial assets - - 1,892 - 1,892

Losses on cash flow hedges - - {78) - (78)
Realised gains on disposal of available-for-sale financial assets - - {63) - {63)
Reversal of revaluation surplus on available-for-sale financial assets* * - - (2,205) - {2.205)
Realised losses on cash flow hedges* - - 125 - 125

Recyded foreign currency translation net losses - - - 47 a7

Foreign currency translaticn differences - - (5) 249 244

Deferred tax - - 59 (21) 38
At 31 December 2006 1,418 1,241 81 1,894 4,472

Revaluation of property, plant and equipment 22 - - - 22

Available-for-sate financial assets - - 49 - 49
Losses on cash flow hedges - - (261) - (261)
Realised losses on cash flow hedges® - - 121 - 121

Recycled foreign currency translation net losses - - - 28 28
fedemption of minority interests - (12} - - (12)
Foreign currency translation differences - - {2} 672 670
Deferred tax - - ) (33} (34}
At 31 December 2007 1,440 1,229 (175) 2,561 5.055

*Realised losses of US3121 miltion (2006 US$125 miflion) are included in Revenue in the Income Staternent,
* *Relates to gains made on the Group's investment in Falconbridge whilst the investment was treated as an available-for-sale financial assel. tn accordance with the Groups
accounting policy, on obtaining control of Falconbridge, the unrealised gains have been reversed and the acquisition accounting in note 7 was adopted.

Revaluation reserves
This reserve principally records the re-measurement from cost of the 19.9% interest held in Falconbridge at 31 Decernber 2005, to the fair value
of 19.9% of the identifiable net assets of Falconbridge on 15 August 2006, the date the Group obtained control of Falconbridge (refer 10 note 7).

Cther reserves
This reserve principally originated during 2002 from the meeger of Xstrata AG into Xstrata plc (US$279 million) and the issue of shares from the
acquisition of the Duiker and Enex Groups of US$935 million.

Net unrealised gainsflosses) reserve

This reserve records the re-measurement of available-for-sale financial assets to fair value (refer 10 note 22) and the effective portion of the gain
or 105s an cash flow hedging contracts (refer 1o notes 23, 30 and 36). Deferred tax is provided on the re-measurement at tax rates enacted or
substantively enacted.

foreign currency translation reserve

This is used 1o record exchange differences arising from the translation of the financial statements of foreign subsidiaries. It is also used to
record the exchange differences from the translation of quasi equity inter-company loans in foreign operations. On disposal or partial disposal
of a foreign entity or repayment of a quasi equity loan, the deferred accumulated amount recognised in this reserve is transferred Lo the
income statement.
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26, Capital and Reserves {continued)

Minority Interest

Minarity interest mavements in 2007 relate to the acquisition of Eland (refer note 7), a capit3) injection to Konimabo Nickel SAS, and the
reclassification of a portion of the Koniambo Nickel SAS minarity interest to liabilities in accofdance with IFRS,

Significant movements in 2006 relate 1o minorities arising as part of the Falconbridge acquisition {refer note 7).

Capital Management

The capital of Xstrata plk is the total equity on the Group's balance sheet. The objective of the Company's capital management is to grow
and manage a diversified perifolio of metals and mining businesses with the aim of delivering industry-leading returns for its shareholders.

The management of the Group’s capital is performed by the Board of Directors. There are ng

27. Trade and Other Payables

externally imposed capital requirements.

usim 2007 2006
Current:
Trade payables 2,429 2,290
Sundry payables 426 326
Inierest payable 69 23
Accruals and other payables 821 486
3,745 3,125
Non-current:
Accruals and other payables 54 95
54 95
Total 3,799 3,220

All current payables are expected to be settled in the next 12 months and non-current payables are expected to be settled over a weighted

average life of 13 years (2006: 13 years),

e
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28, Interest-bearing Loans and Borrowings

Usim 2007 2006
Current:
Al amortised cost;
Bank overdrafts 79 143
Syndicated bank loans — unsecured - 1,656
Syndicated bank loans — revolving loan facilities - unsecured 481 -
Bank loans - other unsecured 1 39
Capital market notes 350 5
Preference shares 149 -
Obligations under finance leases and hire purchase contracts (i) 18 147
1,118 1,980
Non-current;
At amortised cost:
Syndicated bank loans - unsecured 4,265 7,365
Bank loans - other unsecured 264 318
Capital market notes 6,338 4,617
Minority interest loans a1 81
Obligations under finance leases and hire purchase contracts (i} 14 95
Preference shares 199 304
Other loans 417 166
11,678 12,946
Non-Current:
At amortised cost:
Convertible borrowings (refer nate 29) 327 525
Total 13,123 15,461
Less cash and cash equivalents (refer note 25) {1.148) (1.860)
Net debt* : 11,975 13,601

*Net debt is defined a3 1oans and borrowings net of cash and cash equivalents.
i. Secured over specific items of plant and equipment {refer to note 16).

New Facilities in 2007
The Xstrata Group has entered into the bank loans as described below:

Syndicated Bank foans

On 25 July 2007, the Group entered into a guaranteed U5$4,680 million revolving syndicated loan facility (Syndicated Facilities Agreement).
On 31 Iuly 2007, the Group drew down LS$4,087 million under the Syndicated Facilities Agreement and used these proceeds to repay in full
the amounts outstanding under the Acquisition Facilities. Subsequent draw downs have been made to partly fund the acquisitions of Anwil Hill,
Austral Coal Limited and Eland Platinum Holdings Limited. A portion of these draw downs were repaid prior to 31 December 2007 through the
cash {lows of the Group. Interest is payabte on the loans at a rate which is based on LIBCR and the relevant margin, which is 27.5 basis points
per annum,

Revolving Loan Facilities

On 8 October 2007, the Group entered into a guaranteed US$2,000 million 364 day Revolving Loan Facility. Draw downs have been made to
partly fund the acquisitions of Anvil Hill, Austral Coal Limited and Efand Platinum Holdings Limited. Interest is payable on the loans at a rate
which is the aggregate of LBOR and the relevant margin, which is 27.5 basis points per annum.

On 6 December 2007, the Group enlered into a guaranteed US$1,500 million 364 day Revolving Loan Facility. interest is payable on the loans
at a rate which is the aggregate of UBCR and the relevant margin, which is 27.5 basis points per annum,
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28. interest-bearing Loans and Barrowings

Repaid Facilities
In connection with the Falconbridge Acquisition in August 2006, Xstrata plc and certain subsi

Falconbridge acquisition,

& The Acquisition Facilities Agreement was a U5$9,500 million committed multi-currency sy
(i) @ 36-month term loan facility for 1I533,353 million; (W) a 60-month-and-cne-day term |
revolving loan facility for US$3,353 million; and (iv) a 364-day term loan facility for US$1,
interest was payable on the loans at a rate which was based on the London interbank off
were initially between S0 and 70 basis points per annum. The Group was liable to pay a |
syndicated loan facility at a rate per annum equal to 35% of the applicable margin payab
of the applicable margin on the 364-day tranche. This facifity was fully repaid in fuly 2007,
described and defined above,

m  The Debt Bridge Facility Agreement consisted of a six-month term loan facility for U$$2,5(¢
Interest was payable on the loans at a rate which was based on LIBOR plus 40 basis pointg
November 2006.

® The Equity Bridge Facility Agreement was a term loan facility for US$7,000 million which o
payable on the loan at a rate which was based on LIBOR plus 40 basis points per annum.

On 18 August 2005, Xstrata plc and certain subsidiary undertakings of the Group, entered intg
loan facility. The interest payable on the term loan was at a rate based on LIBOR plus 40 basis
during 2006.

On 8 May 2006, the Group entered into a US$2,500 million cornmitted multi-cusrency 364-da
Tintaya acquisitions {refer to note 7). The interest payable on the loan was based on LIBOR plu
liable to pay a commitment fee on the un-drawn portion of the facility at a rate per annum eq
quarterly in arrears. This facility was re-financed during 2006.

iaries of the Group entered into the Acquisition

Facilities Agreement, the Debt Bridge Facility Agreement and the Equity Bridge Facility Agreement. The purpose of these agreements was to
meet the financing requirements of the Falconbridge Otfer and to subsequently act as the Grdup's principa! bank facilities following the

dicated loan with facilities which consisted of:
n facility for US$1,117 milkon; (i} a 60-month

red rate {LIBOR) plus the refevant margins, which
mmitment fee on the un-drawn portion of the
on the three and five year tranches and 30%
using the US$4,680 million Syndicated Loan

0 million with the ability to extend by 364 days.
per annum. This factity was fully repaid in

vas fully repaid in Novernber 2005. Interest was

a US$600 million 364-day fully drawn advance
hoints per annum. This facility was re-financed

y loan facility to partly finance the Cerrejon and
b 40 basis points per annum, The Group was
bal to 25% on the applicable margin, payable

77 million with the ability to extend by 364 days.
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28. Interest-bearing Loans and Borrowings {continued)

Capital Market Notes
As at 31 December 2007, other unsecured private placements included:

Fixed or Effective Effective

floating interest interest

At 31 Dec 07 interest rate % At 31 Dec 06 rale %

Faality Denominatign Ussm rate in 2007 Maturity USim in 2006
Series A senigr unsecured notes @ uss 152 Fixed 5.90 Jun 08 150 5.90
Series 8 senior unsecured notes @ Uss 53 Fixed 6.75 Jun 11 S0 6.25
Series B senior unsecured notes @ uss 53 Fixed 7.00 Jun 11 50 7.00
Unsecured notes ® uss 499 Floating 5.75 Nov 09 498 5.72
Unsecured notes uss m Fixed 5.50 Nov 11 746 5.50
Unsecured notes ™ uss 1,024 Fixed 5.80 Nov 16 996 5.80
Unsecured notes @ EUR 741 Fixed 488 Jun 12 - -
Unsecurad notes EUR 738 Fixed 5.25 Jun 17 - -
Unsecured notes @ uss 435 Fixed 6.90 Nov 37 - -
Senior debentures e CAD 184 Fixed 489 Dec 08 155 489
Senior debentures ¢ uss 329 Fixed 6.03 Feb 11 328 6.03
Senior debentures ‘e uss 270 Fixed 5.88 Jun 12 266 5.88
Senior debentures ‘¢ uss 314 Fixed 6.06 ul 12 317 6.06
Senior debentures te uss 348 Fixed 6.34 Qct 15 354 6.34
Senior debentures uss 248 Fixed 6.16 un 15 245 6.16
Senior debentures (e uss 236 Fixed 6.39 Jun 17 234 6.39
Senior debentures (& uUss 233 Fixed 6.77 Jun 35 232 6.77

6,688 4,622

W An Austratian subsidiary has designated the series & and 8 senior ursecured notes as a lair vatue hedge of an invesiment in South America {refer to note 36). The hedge is
being used to reduce exposure to foreign currency risk.

o In Nevernber 2006, the Group issued US$2,250 mifion of guaranteed capital market notes 10 refinance existing debt facilities. The notes are comprised of three wanches,
2 US3 1,000 mition ter-year note at a fixed interest rate of 5.8%, a USS750 midion five year note a1 a fixed interest rate of 5.5% and a US3500 million three year note that
bears interest at A rate based on LIBOR plus 35 basis points.

® n June 2007, the Group issued a two-tranche EUR1,000 milion guaranteed bond offering, comprising EURS00 million 4.875% fixed guaranteed notes due 2012 and EURS00
million 5.25% fixed quaranteed notes due 2017, These bands have been swapped to USS. The swaps have been accounted for as cash llow hedges with an unrealised gain
of U$5112 mallion (2006 USInil) at 31 December 2007 (refer to note 36),

& In November 2007, the Group issued guaranteed 30 year notes of US3500 million bearing interest a1 a fixed rate of 6.9%.

1 The quaranteed senior debentures were assumed by the Group through the acquisition of Fakenbridge (refer ta note 7). Pursuant to the terms of the note indentures as
amended by supplemental indentures, Xstrata pk has fully and unconditionally guaranieed in favour of the holders of the senior debentuses the paymenn, within 15 days
of when due, of all financial fabifities and obligations of Xstata Canada Incorporated to such hokders under the terms of the senior debentures.

A portion of the fixed interest rate of the Unsecured notes Senior debentures has been swapped to a flpating rate. The swaps have been
accounted tor as fair value hedges with an unrealised gain of US$102 million (2006 US$11 million loss) at 31 December 2007 {refer to
note 36). There has been no significant impact on income in 2007 or 2006 as a result of hedge ineffectiveness.
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28. interest-bearing Loans and Borrowings {continued)

Preference shares
As at 31 December 2007, unsecured preference shares included:
Fixed or Efective
floating Interest
At 31 Dec 07 interest hierest At 31 Dec 06 rate %
Fadlity Denomination usim rate ate % Maturity Usim in 2006
Preference shares series 2* CAD 120 Hoating 5.88 Jun 12 103 5.10
Preference shares series 3 CAD 79 Fixed 4.58 Mar 09 67 458
Preference shares series H CAD 149 Fixed 6.50 Mar 08 134 6.50
348 304

*Helcers of Preference shares series 2 have the right to convent their shares into Preference shares series 3 in March{ 2009, subject to certain canditians.

The preference shares were assumed by the Group through the acquisition of Falconbridge (refer to note 7). At the acquisition date,
Falconbridge had additional preference shares outstanding. The Group completed the redemption of all of the outstanding preferred shares,

Following the completion of the preferred share redemption, the Toronto Stock Exchange halt
the series G shares. Pursuant (o the terms of a guarantee indenture, Xstrata pic has fully and

holders of the preference shares the payment, within 15 days of when due, of all financia! lia
Incorporated to such holders under the terms ot the preference shares. The preference shares
barrowings because in the majority of cases the cumulative dividends must be paid for an ind
into a variable number of equity instruments.

Bank Loans - other unsecured

Other bank loans includes:
plus 175 basis points, repayable in August 2011 and US3163 million (2006 US$201 millio
plus 31 basis points, repayable by December 2011;

#® ZAR denominated borrowings of U533 million (2006 US$4 million} that are subject to floa
by January 2010.

Bank overdrafts — unsecured

Xstrata Group has bank overdrafts that are subject to lacal and US$ prime floating interest rat

The majority of the bank overdrafts are denominated in Canadian and United States dollars.

Minority Interest Loans

to a fixed rate of 7.2% per annum {2006: 7.2% per annum), repayable by May 2012.

series F and series G and preferred shares series 1 for an aggregate cash consideration of CAQ

06 miliion (U53270 million) in November 2006.
trading in and de-listed the series F shares and
nconditionally guaranteed in favour of the

ilities and abligations of Xstrata Canada

re classified within interest bearing loans and
finite period and/or the shares are transferable

® Debts of proportionally consolidated joint ventures of US$139 million (2006 US$139 milliop) which bear interest at a rate based on LBOR

) which bear interest at a rate based on UBOR

& USSnil {2006 US$13 million) which bear interest at a rate based on LIBOR plus 85 basis polnts; and

ing interest rates based on Johannesburg inter

bank acceptance rate (JIBAR) with an average floating interest rate of 10.7% per annum during 2007 (2006: 9.0% per annum), repayable

g¢s in which they have been drawn down.

Minority interest loans indudes US$81 million {2006: US$81 million) advanced to Minera Alumbrera Limited to fund operations that is subject




Xstrata pic Annual Report 2007 | 217

28. Interest-bearing Loans and Borrowings {continued)

Other Loans
' Other loans includes:

8 ZAR denominated foans of US$152 million (2006 US$135 million) payable 1o ARM Coal {refer note 7). The loan is subject to a floating rate
of interest based on a dividend cakulation with no fixed repayment date and is not callable within 12 months;

m  USS$ denominated ioans of US$156 million {2006 US$nil) payable to Société Miniére du Sud Pacifique for the Koniambo nickel project.
The loan is subject to a fioating rate of interest based on a dividend calculation with no fixed repayment date and is not payable within
12 months;

! ® AUD denominated loans of US$54 million (2006 US$nil) payable to Western Mining Corporation Resources International Limited and
Indophil Resources Limited for the Tampakan copper project {refer note 7). The loan is subject to a fixed rate of interest of 4%, payable
quarterly with no fixed repayment date and is not payable within 12 months;

m  AUD denominated loans of US$167 million, assumed by the Group through the acquisition of Austrat (refer to note 7), were repaid
during 2007.

m  ZAR denominated loans of US$43 million (2006 US$27 miltion) payable to Kagiso Trust Investments for the Mototolo project in South
Africa (refer to note 7). The loan is subject to a floating rate of interest based on a dividend calculation with no fixed repayment date and
is not payable within 12 months; and

® Loans of US$12 million and LUS$1 millicn are subject to a fixed rate of 5.0% per annum and U5311 million is interest {ree.

29, Convertible Borrowings

Ussm 2007 2006
Convertible bonds - 201

| Convertible bond 327 324
327 525

Convertible Bands

On 15 August 2003, Xstrata Capital Corporation AVV issued US$600 million of Convertibte Bonds due 15 August 2010 convertible at the
option of the holder into fully paid Xstrata plc ordinary shares. The Convertible Bonds were guaranteed by the Company and were issued at par
and bore a coupon of 3.95% per annum. On issue, they were conwertible at any time after 26 September 2003 at the option of the holder into
61,180,977 ordinary shares in Xstrata pl based on a conversion price of GBP6.10 {J539.81 converted into GBP at a fixed exchange rate} per
ordinary share, a 39.6% premium to the closing price of Xstrata plc's ardinary shares on 1 August 2003. During 2006, 64.3% of the US3600
million of convertible bonds was converted by the holders (refer to note 26). Fallowing the conversions that occurred during 2006 and rights
issue in October 2008 (refer to note 26}, the remaining number of ordinary shares that could be issued under the bond at 31 Decernber 2006
was 24,516,537 and as 3 result of the rights issue the conversion price was adjusted to GBPS.44 (US$8.75 converted into GBP at a fixed
exchange rate).

During 2007, the remainder of the bond was converted at the option of the holder. As a result of this conversion, 100% of the ond has
now converted.
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29. Convertible Borrowings {continued)

On 6 September 2005, Xstrata Capilal Corporation AVV issued a US3375 million Convertible Debenture to Brookfield, due 14 August 2017,
convertible at the option of the holder into fully paid Xstrata plc ordinary shares. The Convert|ble Debenture was guaranteed by the Company
and was issued at par, with a coupon of 4.0% per annum. On issue it was convertible at any time on or afier 14 August 2006 at the option

of the holder into 12,100,332 ordinary shares in Xstrata plc based on a conversion price of GBP17,13 (U5$30.99 converted into GBP at a

fixed exchange rate) per ordinary share, representing a 35% premium to the closing price of Xstrata plc's ordinary shares on 11 August 2005.
Following the rights issue in October 2006 (refer to note 26), the total number of ordinary shires that could have been converted was increased
to 13,575,432 and the conversion price was adjusted to GBP15.27 (US$27.62 converted into|GBP at a fixed exchange rate). On the giving of
not less than 30 days notice, the Convertible Debenture could have been called by the Groupy at par plus accrued interest, at any time after

14 August 2010. Unless previously converted, redeemed or cancelled, the 2017 Conventible Qebenture was redeemable on 14 August 2017

at its principal amount plus unpaid accrued interest. On 13 October 2006, the Convertible Dabenture was cancelled and a 2017 Convertible
Bond was issued 10 the holder of the Convertible Debenture. The terms of the Convertible Bgnd are consistent with those of the cancelled
Convertible Debenture. On 16 October 2006, the Financial Services Authority approved the afimission to the Official List by way of blocklisting
of 13,575,432 ordinary shares of US$$0.50 each to be issued upon conversion of the 2017 Cqnvertible Bond. The 2017 Convertible Bond is
listed on the Professional Securities Market of the London Stock Exchange.

The liability component of the Convertible Bonds is carried at amortised cost based on an efféctive interest rate of 5.74% per annum.
There were no conversions during 2007 or 2006.

30, Derivative Financdial Liabilities

UsSsm 2007 2006

Current:

At fatr value:

Commodity cash flow hedges 192 53

Foreign currency cash flow hedges - 1

Other commodity derivatives 13 7

Other foreign currency derivatives - 17
205 78

Non-current:

At fair value:

Commodity cash flow hedges 58 50

Fair vatue interest rate swap hedge 6 26

Other foreign currency derivatives 142 96
206 172

Total 41 250
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31. Provisions

Post
Share-based retirement
Employee compansation medical Rehabilitation Onerous
USS$m entitliements plans plans costs contracts Other 2007
At 1 January 352 58 413 1,240 42 238 2,343
Acquisitions 15 - - B 69 - 92
Arising during the year 228 44 32 123 - 61 488
Discount unwinding 6 - - 83 - 2 91
PPE asset adjustment - - - 122 - - 122
Discontinued operations and disposals {6 - (12) - - (19) (37}
Utitised {190) - (27) {75) (12} (86) (390)
Unusad amounts reversed - - - - - (30) (30}
Transtation adjustments 9 - 75 32 - 3 19
At 31 December 414 102 481 1,533 99 169 2,798
Current 244 - - 4 - 96 344
Non-current 170 102 481 1,529 99 73 2,454
414 102 481 1,533 99 169 2,798
Post
Share-based retirerment
Employee  compensation medical  Rehabilitation Onerous
ustm entitlements plans plans costs contracts Other 2006
AL 1 January 174 12 11 38 23 33 s71
Acquisitions m - 407 8i6 16 150 1,500
Arising during the year 138 49 17 28 - 121 353
Discount unwinding - - - 32 2 6 40
PPE asset adjustment - - - 88 - - 88
Utilised (74) (3) n {49} (2} (67) {196)
Unused amounts reversed (8) - - (12} - (5 25)
Translation adjustments 1 - 2n 19 3 - 12
At 31 December 352 58 413 1,240 42 238 2,343
Current 193 - - 4 - 92 289
Non—current 159 58 413 1.236 42 146 2,054
352 58 413 1,240 42 238 2,343

Employee entitlements

The employee entitlernent provisions mainly represent the value of excess leave entitlements allocated over the leave taken by the employees

of the Group. These amounts are expected 1o be utilised as the employees either take their accrued leave or receive equivalent benefits upon
ceasing employment. Current emplayee entitlemen:s includes excess short-term leave entitlements and the portion of non-current employee
entitlements that are expected to be incurred within 12 months. Non-current entitlements include long-service leave entitlements which are
payable upon an employee attaining a certain period of service and workers’ compensation provisions. For some entitlements, amounts will also
be recovered from an indapendent fund {refer to note 19). The current portion of these costs are expected to be utilised in the next 12 months
and the non-current portion of these costs are expected to be utilised over a weighted average life of 8 years (2006: 9 years).
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31. Provisions (continued)

Share-based compensation plans
The Group has various share-based compensation plans under which options to subscribe tor]

31 December 2007 was US3B6 million (2006 US$17 million).

Post retirement medical plans

employees. Independent qualified actuaries using the projected unit credit method assess the
of accrued benefits. The current portion of these costs are expected to be utilised in the next

costs are expected to be utilised over a weighted average life of 13 years (2006: 13 years) {re

Rehabilitation costs

25 years (2006: 24 years} {refer to noie 24).
Onerous contracts

Onerous contract provisions represent the restatement of various long-term contracts to their
Other
Other includes provisions for litigation of US$79 million (2006 US$83 million) and restructurin

to be utilised over a weighted average life of 3 years {2006: 17 years).

32. Other Uabilities

the Company’s shares have been granted to

certain executives and senior employees that will be cash-settled {refer 10 note 34). The intrinkic value of the options that had vested at

The Group operates unfunded post-retirement medical benefits plans in North America and South Africa for a number of current and former

accumulated benefit obligation and annual cost
12 months and the non-current portion of these
er to note 34).

Rehabilitation provision represents the estimated costs required to provide adequate restoratipn and rehabilitation upon the completion of
mining activities. These amounts will reverse when such rehabilitation has been performed. The current portion of these costs are expected
to be utilised in the next 12 months and the non-current portion of these costs are expected o be utilised over a weighted average life of

current market value at the acquisition date

of subsidiaries. These provisions are expected to be utilised over a weighted average life of 7 years (2006: 12 years),

g of US$13 millian {2006 US$32 million).

The current portion of these costs are expected to be wiilised in the next 12 months and the hon-current portion of these costs are expected

Ustm 2007 2006

Current;

Deferred income 45 41
a5 41

Non-Current:

Deferred income 78 16
78 t6
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33. Commitments and Contingencies

Operating lease commitments - Group as Lessee

The Group has entered into leases for buildings, motor vehicles and sundry plant and equipment. These ieases have an average life of 7 years
(2006: 5 years) with renewal terms at the option of the lessee at lease payments based on market prices at the time of renewal. There are no
restrictions placed upon the lessee by entering into these leases. Future minimum lease paymenis under non-cancellable operating leases as at
31 December are as follows:

ussm 2007 2006
Within 1 year 42 50
After 1 year but not more than 5 years 95 104
More than 5 years 26 20

163 171

Finance lease and hire purchase commitments

The Group has entered inta finance leases and hire purchase contracts for various items of plant and machinery. The majority of these leases
include a residual balloon payment at the end of the lease tarm and title passing ta the Group. Future minimurn lease payments under finance
leases and hire purchase contracts together with the future finance charges as at 31 December are as follows:

Present Present

Un-discounted vatue of Un-discounted value of

minimum minimum minimum miimum

- payments payments payments payments

Ustm 2007 2007 2006 2006
Within 1 year 27 18 159 147
Afier 1 year but not more than 5 years 100 74 84 €8
More than S years 56 40 43 27
Total minimurn lease payments 183 132 286 242
Less amounts representing finance lease charges (51} - (44) -
Present value of minimum lease payments 132 132 242 242

Capital commitments

Amounts contracted for but not provided in the financial statements amounted to US$1,455 million {2006 US$795 million), including:

a  Xstrata Coal U$$170 million for the development of the Goedgevonden open cut coal mine, US353 million for a dragline at the Wondoan
project, US$53 million for the Wollombi development and US$51 million for a coal handling preparation plant upgrade at Liddell;

®  Xsirala Zinc US$109 million for the development of an open cut mine at Mt isa; and

®  Xsirata Nickel US$78 million (2006 US$104 millian} for the Nickel Rim South project and US$320 million (2006 US$$15% miliion) for the
Koniambo project.

The balance of the other amounts contracted for but not provided relates to various minor commitments around the Group, mainly for the
purchase of new property, plant and equipment.

tncluded in the above is US$350 million (2006 US$371 million) representing the Group's share of the capital commitments that have been
incurred jointly with other venturers, finance leases entered into after 31 December 2007 amounted to USSnil 2006 USSnil).
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33. Commitments and Contingencies {continued)

Guarantees

million} for port take or pay commitments, performance guarantees to customers under cont
US5$25 million) and guarantees to the New South Wales and Queensland Departments for M
and the perfarmance thereof US$215 million (2006 US$112 million).

Xstrata Coal South Africa has issued guarantees to the Department of Minerals and Energy t
US$70 million {2006 U5$68 million).

Xstrata Coal's share of the Cerrején coal mine’s performance guarantees totals US3381 millig
been provided to various government agencies to enable the coal mine to freely export coal,
imports system,

with the acquisition of certain assets and resources relating to the Pooling and Sharing Vienty
expansion project to be undertaken by the PSV. Any payments to be made under the guaran
Merafe’s PSV assets for fair value and the security Merafe has provided to the lender.

U5$27 million) and guarantees to the Queensland Departments for Mineral Resources and o
mining leases and the performance thereof, environmental bonds and self insurance ficences|

Xstrata Nickel has issued guarantees for energy contracts of US$153 million {2006 US$96 m

Xstrata Coal Australia has contracted US$588 million (2006 US$657 million) for rail take or gay commitments, US$450 million (2006 US$494

racts for supply of coal for US$24 miltion (2006
neral Resources in respect of various mining leases

b abtain certain prospecting permits of

n (2006 US$343 million). These guarantees have
receive tax exemptions, and 10 access a special

Xstrata Alloys has issued a guarantee in respect of the abligations of Merafe under a US$33 illion (2006 US$43 millisn} facility in connection

re (PSV) and the Project Lion ferrochrome
ee are sacured by the Group's ability 1o acquire

Xstrata Copper, Xstrata Zinc and Xstrata Technology Australia have issued performance guargntees to customers for US$53 million (2006

her government agencies in respect of various
US$ 105 million (2006 LSS 133 million).

lign}.

Xstrata Zinc has issued performance guarantees to the Northern Territory government for an

US$49 million (2006 US$41 million). Xstrata Zinc has issued bank guarantees in Spain of USY

jaintly with other venturers.

electricity supply and pipeline agreement of

US$32 million {2006 US$29 million) and has provided bank guarantees to the Northern Territory government for rehabilitation costs of

107 million (2006 US$55 million).

A letter of credit of US$205 million (2006 US$172 million) has been given for the pension ligbilities of the Group’s Canadian operations.
Letters of credit have been issued 1o the Canadian government for rehabilitation costs of US$38 million {2006 US$33 milkion).

Included in the above is US$1,730 million (2006 US$1,609 million) representing the Group's bhare of guarantees that have been incurred
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34. Employee Benefits

Share-based Payments
The expense recognised for share-based payments during the year is shown in the following table:

usim 2007 2006
Expense arising from equily settled transactions 59 42
Expense arising from cash settled transactions 44 49
Total expense arising from share-based payment transactions 103 9

The Group operates a number of share optian plans which are outlined below. There have been no cancellatiens or modifications to any of the
plans during 2007 or 2006.

Xstrata pic Long Term Incentive Plan (LTIP}

The LTIP has two elements:
{) A contingent award of free ordinary shares that vests after three years, subject to, and 10 the extent that, performance csiteria determined

at the time of grant have been satisfied; and
(i) An option 10 acquire ordinary shares at a specified exercise price after the third anniversary of grant, subject to, and o the extent that,
performance criteria determined at the time of grant have been satisfied.

All LTIP awards that vest are subject to the satisfaction of centain performance criteria being met over a three-year performance period.

The 2003 LTIP awards are only subject to the Total Shareholder Return {TSR) performance criteria. Half of the options and free share awards
granted in 2004 and 2005 are conditional on TSR refative 1o a peer group, with the remainder conditional on the Group’s real cost savings
relative to largets set on a stretching scale over the three-year period. The allocation of performance criteria pertaining to the options and
free share awards gramied in 2006 and 2007 is summarised in the following table:

Award Employees Number % TSR % cost savings TSR Cost savings
2007:
Options Corporate 1,140,952 S0% 50% 570,476 570,476
Business units 2,117,638 25% 75% 529,410 1,588,228
3,258,590 1,089,886 | 2,158,704
Free shares Corporate 342,286 S0% 50% 171,143 171,143
Business units 635,287 25% 75% 158,822 476,465
977,573 329,965 647,608
2006:
Cplions Corporate 1,048,144 50% 50% 524,072 524,072
Business units 1,764,060 25% 75% 441,015 1,323,045
2,812,204 955,087 1,847,117
Free shares Corporate 314,444 50% 50% 157,222 157,222
Business units 938,092 25% 5% 134,523 403,569
852,536 291,745 560,791
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34. Employee Benefits {continued)

For the awards conditioral on TSR, one-half of the award will vest if TSR growth is at the meflian of the specified peer group, the full award
will vest for performance at or above the second decile with straight line vesting between thgse points. No vesting will occur for below median
performance. For the awards where vesting is conditional on the Group's real cost savings reltive to targets set on a stretching scale: 10%

of the award will vest for 1% cost savings, 70% for 2% cost savings and all awards for 3% g+ more cost savings, with straight line vesting
between these points. No vesting will occur if cost savings are less than 1%. Real cost saving} are measured in relation (o operating costs after
adjusting for the effects of inflation, exduding deprediation, commodity price linked costs, effects of currancies on translation of local currency
costs and planned life of mine adjustments. No other features of the LTIP awards are incorpofated into the measyrement of fair value.

No consideration will be payable on the vesting of an LTIP award of free ordinary shares. On exercise of an option, a panicipant will be required
lo pay an exercise price which is based on the closing market price of an ordinary share seven trading days prior to the date of grant.

Of the below options, 2.0 million {2006: 1.5 million) are accounted for as cash-setiled share-Based awards whilst the remainder of the LTIP
awards are equity-settled. The movement in the number of free ordinary shares and share opfions is as follows:

Free Shares
2007 2007 2006 2006
No WAE? No WAEP
Cutstanding as at 1 January 4,129,365' NA 3,675,661 NA
Granted during the year 917,573 NA 852,536 NA
Granted through rights issue 